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DIV ERSIFICATION—Our report will “break down” your ac- 
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INCOM E—We will show you the relation between your yield from 
bonds and from stocks; and indicate which groups are yielding your 
annual income. If you are leaning too heavily on one field of 
industry, or have overlooked another, this will be made apparent. 
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With Our Readers 


Sirs: 

In looking over Mr. Brandt's article 
entitled “The Case Against the Utili- 
ties” in the February 16 number of 
your magazine, I saw some things I 
agreed with, but many that I did not. 
Of the latter I wish to speak of two: 

First, he speaks of the lack of sobs 
for investors in Radio, U. S. Steel, 
N. Y. Central and Southern Pacific. 
I do not recall having seen any attacks 
on any of the four by the Government, 
such as there have been made on the 
utilities, and in case of the two rail- 
road stocks there have been active 
efforts made to help them, although 
by its constant attacks on the utilities, 
it has brought them to pretty nearly as 
insolvent a condition as it succeeded 
in bringing the railroads by its un- 
mitigated attacks on them in the past 
for a long period of time. 

Second, he speaks of Consolidated 
Gas having made nearly 7% on its 
valuation in the year 1933, although 
he bases it on a total income of $71,- 
555,000 applicable to bonded debt and 
to preferred and common stockholders. 
If he had examined a little more close- 
ly he would have discovered that after 
deducting interest on bonds and divi- 
dends on preferred stock, there re- 
mained only a trifle over $38,000,000 
or less than 3'4% for the owners of 
the common stock, and if he had 
thought at all he should have realized 
that this less than 3Y%2% was the re- 
turn which the owners of Consolidated 
Gas earned on their investment, in- 
stead of the 5% which he said seemed 
plenty to him in view of there being 
no “competitive risks’, which seems 
somewhat farcical in view of the deter- 
mined efforts of the City of New York 
and the Federal Government to estab- 
lish a municipally-owned plant in the 
city. 

In addition to this there was infor- 
mation easily available to him as long 
ago as October, 1934, that the net in- 
come of Consolidated Gas for the year 
ending June 30, 1934, was only $39,- 
995,560 and that after deducting the 
preferred dividends, there was less 
$29,500,000 earned for the common 
stock holders or less than 2 2/3%, 
while the amount actually paid to 
them in dividends is only a trifle more 
than 1%.—J. H. H., New York City. 


Mr. Brandt's article represented the 
view of one consumer regarding the 
utility issue and was so presented for 
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its undeniable interest. It was not the 
view of this publication. Of your two 
criticisms of the article the first is un- 
important and the second well-taken. 
—Ep. 


Sirs: 

You have said editorially that our 
trouble is lack of production. That is 
no doubt true at present, but do you 
believe it was lack of production that 
ushered in the depression in 1929? 

In re a tax on savings, the inherit- 
ance tax is a tax on past savings be- 
cause it is a tax On capital and capi- 
tal is that which has been saved. The 
income tax is roughly a tax on cur- 
rent savings. A direct tax on cur- 
rent savings would not be a bad idea, 
but it would be much more difficult for 
the Government to trace a man’s ex- 
penditures than to trace his income. 
It would be more complicated and less 
popular than the income tax. 

A great many people who shudder 
with fear at the idea of a huge Federal 
debt would greet with joy the creation 
of an equally large private debt by 
means of new corporate financing. 
Would not the country as a whole 
eventually have to pay either debt? 
The private debt would act as a sales 
tax on the masses. The public debt 
could be paid off by means of gradu- 
ated income and inheritance taxes and 
the much desired wider distribution of 
wealth could thereby be obtained. 
—J. B., Redmond, Ore. 


The depression was caused by the 
boom which preceded it. While de- 
nouncing the Old Order, whatever 
that may be, the present Administra- 
tion would give its shirt to get a new 
credit jag started. The income tax is 
popular with the majority of voters 
because politicians are afraid to ex- 
tend it beyond an unorganized and 
very small minority. We prefer pri- 
vate debt to public debt. The prudent 
man has at least a faint chance to 
escape the consequences of the first. 
None will escape the consequences of 
the debt Mr. Roosevelt is piling up. 
Income and inheritance taxes would 
pay off the public debt if we were ac- 
tively engaged in producing income 
and savings. As long as our economic 
destinies are shaped by the erratic ex- 
periments of theoretical idealists there 
will be less and less of income and sav- 


ings to be taxed. Then what will the 
social reformers have left to reform? 


—Eb. 


Sirs: 

If I correctly understand the atti- 
tude of Senators Borah and Nye on 
the N R A, they contend that it is a 
thing of evil because it has fostered 
monopoly and monopolistic price-nx- 
ing—all to the great benefit of Big 
Business, but very hard on Little Busi- 
ness and on the consuming public. 
They are partly right, but also very 
far wrong. In the first place, the only 
sound and supportable price will in 
the long run prove to be the price iow 
enough to fit the consumer's pocket- 
book; and thus low enough to move 
goods in maximum quantity into con- 
sumption. 

In falling for N R A, many busi- 
ness men have been as cock-eyed 
as any official at Washington. Of 
course, a great many think they have 
been benefited—but they'll find out 
different sooner or later. The NRA 
price-raising acted as a brake upon 
balanced national recovery, without 
which recovery the great majority of 
corporations can have neither maxi- 
mum volume nor satisfactory proits. 
Second, the Senatorial opponents of 
N R A are in the curious position of 
denouncing monopoly for Big Busi- 
ness, but saying nothing about it for 
Labor. 

Monopoly is monopoly, whether we 
speak of prices or wages. There is 
no difference. A wage is simply the 
price of labor. If it is out of line with 
other wages or prices, that is just an- 
other monkey wrench tossed into our 
creaking economic machine. Witness 
the virtual extinction of the construc- 
tion industry. The construction labor 
unions and the building material manu- 
facturers have won a great victory. 
They have held up their prices—but 
how many houses are being built? Of 
course, this is a delicate aspect of the 
matter, if one is in politics. I rather 
doubt that even the peerless Senator 
Borah will have anything to say about 
the effects of labor monopoly. After 
all, there is the American Federation 
of Labor lobby to think about. It may be 
wrong, and usually is, but commands 
votes or Congress thinks it does; and 
that amounts to the same thing.—V. 
K. H., Detroit, Mich. 
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Not for Sale 


A most complete and helpful Manual pre- 
pared in a unique style, that saves you 
time and yet gives you complete informa- 
tion on every important industry and 
security. 

e 


Factual 
and 
Interpretive 


Facts, Graphs and Statistics that 
will help you make your 1935 
Business and Investment plans. 


MARKETS ... 


of Wall Street. 


—New Stock Listings. 

—Stock Market Prices 1933-1934. 
—Over-the-Counter Prices. 
—Curb Market Prices. 


BONDS... 


—Bond Market Prices for 1934. 
—aAnalysis of Bond Market for 1934. 
—Bond Financing. 

—Unlisted Bonds. 

—Curb Bonds. 
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ing companies’ earnings, financial position, etc., over a period of years. 
listed or unlisted is included. The data gives the investor a complete record of the growth or decline of practically every 


leading corporation, which will enable him to determine the real trend of the company’s affairs, 


Analysis of the Stock Market for 1934 with 1935 Outlook. 
By the Industrial and Security Experts of The Magazine 


—Comparison of earnings of all leading companies for several years past. 


ell lel ell ee eT Le 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


To invest successfully in 1935 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
then than at any time in recent years. To give you all the facts 
about the various industries and the situation of each individual 
company as well as an analysis of its economic and business out- 
look— 


THE MAGAZINE OF WALL STREET 


Offers lis Thirteenth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


& 
UR 1935 Manual, just off the press, gives you a complete 
statistical record for the past three years of all the leading 
companies in every important industry, in addition to high, low 
and last prices for 1934. 








The clarity and simplicity with which we present all data and 
interpretive comment will give you a clear and accurate picture, 
—not only of the position of the individual corporation,—but of 
the industry of which it is a component part. This material will 
enable you to map out your investment course during 1935. It 
will tell you which securities to discard and which to hold,—and 
enable you to build a sound investment foundation. 


One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving lead- 


Practically every company of importance whether 


DOMESTIC TRADE AND BUSINESS... 

Analysis of the Business Situation from the standpoint of 
recent events and prospective trend. 

—Money and Finance. 

—Commodities—Including Graphs Indicating Price Trend. 

—Record of Production of Leading Commodities and New Production Trend. 
—New Industries. 

—Important Issues in Foreign Financing. 


SECURITIES... 


3 Years’ Earning Record—Present Financial Position. II- 


lustrated with Charts and Tables. 


—Rai'roads —Chemicals —Tobacco 


—Public Utilities —Leathber —Coal —Radio and 
—Food and Packing —Accessories —Ooil —Communications 
—Chain Stores —Textiles —Tires 

—Mail Order —Mining —Paper 

—Automobiles —Machinery —Sugar 


This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


Ra ceneseca enema en srate aeereece io ante an ee Sa This Coupon Today- -- - -- -— - -—-----—---------4 


! The MAGAZINE OF WALL STREET Last Chance Manual Offer | 
: 90 Broad Street, New York, N. Y. 
I I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue. Also full { 
i 2 ees of your Personal Service Department. It is understood I am to also receive free: The Magazine of Wall Street Manual, now I 
1) e press. 

I I 
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Misleading Book Values 


O judge from correspondence, a 

considerable number of people 

are misled in judging the value 
of a stock by the book value of the 
shares. This doubtless springs from a 
misconception of the term. The 
equity of a common stockholder, which 
is the book value per share of common, 
is no more than a stated value of the 
tangible assets of the company. 
Whether such values could be realized 
in the event of a liquidation is quite 
another matter. Hence it is not un- 
common to find a stock selling at per- 
haps a third of its book value. In- 
deed extreme cases are found in some 
railroads where the book value ranges 
from fifty to one hundred times the 
market price. 

The investor who would avoid pit- 
falls will not give too much weight to 
the book value of a stock in evaluating 
its market position. Apparently, this 
is comparatively easy in the issues sell- 


ing at high levels, but the item seems 
to take on importance in the low priced 
stocks, particularly those of the cat and 
dog variety, where the book value may 
be ten or twenty times greater than the 
quoted price. Here it is essential to 
remember that it is earning power, man- 
agement, the industrial trend and such 
factors that determine actual values. 

The value which a corporation places 
on its various assets, and also liabilities, 
are estimates suited to the purposes of 
a going concern. This holds particu- 
larly in the case of the valuation of 
fixed assets, which ordinarily are val- 
ued far in excess of what they would 
bring if the company were forced to 
liquidate. For this reason, book value 
shown for a company’s outstanding 
stock seldom coincides with the market 
value. 

In determining the book value of a 
stock, it is the accepted practice in ac- 
counting to disregard such intangible 


items as good-will and patents, for it is 
recognized that it is extremely difficult 
to place an accurate appraisal on such 
items despite the fact that in certain 
industries both good-will and patents 
are extremely valuable. It can readily 
be seen, however, that the valuations 
placed by a company on its various 
tangible properties can be broken down 
into per share figures for the common 
stock that are deceptive. 

After five years of business depres- 
sion, we all know what property will 
bring in a forced sale. The same 
holds true for industrial plants, even to 
a more marked degree, as fixed assets 
of a going concern with a book value 
of $10,000,000 might bring well un- 
der $1,000,000 in forced liquidation. 

The temptation to look upon a low 
priced stock with high book value as 
cheap is great, but it does not neces- 
sarily follow. The earning power in- 
variably tells the story. 








In the Next Issue 


If All Nations Devalue 


What Effect on Business—Commodity Prices—Securities ? 
What Is Behind Recent World Currency Troubles ? 


By H. M. TREMAINE 


Business Menaced by New N R A 


By JoHN C. CREsswILL 


Replacement Buying Now a Factor in Recovery 


Speculative Opportunities in 
Preferreds 


By NoRMAN TRUMBULL CARRUTHERS 


Companies in Strong Asset 
and Earning Position 
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A SMALL sales force covers the en- 
tire United States for a New York 
manufacturer and distributor of 
knives, scissors, and surgical 
instruments. 

Territories are so large that 
customers can be visited person- 
ally only twice a year. But con- 
tact is inexpensively maintained 
and business developed between 
visits by telephone calls from cen- 
tral points — under a systematic 
plan prepared with the co-opera- 
tion of the telephone company. 

Results have been so satisfac- 
tory that in one central western 
area the cutlery company recently 
adapted Long Distance to creat- 
ing new customers. Jobbers and 


A cutlery 


LARGER MARKET 


. LONG DISTANCE 


stores in cities off the regular 
routes, not normally visited, were 
carefully listed and mapped. Sam- 
ples, selling literature and cata- 
logs were mailed in advance. 

Telephone calls were made 
from carefully chosen key towns 
to all prospects nearby. And 50% 
of all calls produced active cus- 
The plan is being ex- 
tended to other territories. 

Long Distance is fast, efficient, 
economical. But above all — it’s 
flexible. It has been profitably 
applied to businesses of all kinds 
and sizes —to purchasing, pro- 
duction, traffic, accounting, execu- 


tomers! 


tive activities, as well as sales. A 
representative of your local Bell 


maker 





Telephone office will be glad to 
help you discover how Long Dis- 
tance telephone service can best 
be used in your business. 





TYPICAL STATION-TO-STATION RATES 


Day- 7:00) 8:30 
time P.M. P.M. 


$ .60 $ .50 $ .35 


From To 


Cleveland Detroit 


Denver Omaha 2.05 1.75 1.15 
New York Atlanta 3.00 2.45 1.65 
St. Louis Boston 3.75 3.00 2.00 
San Francisco Minneapolis 6.00 4.75 3.50 


For additional rates, consult your telephone 


directory or ask the operator. 
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The Trend of Events 


NULLIFYING HE retreat of the Gov- 
BY QUIBBLING 7 ernment in the Belcher 
lumber case cannot fail 

to have disastrous consequences upon the National 
Recovery Administration and work a general frustra- 
tion of code authorities. This case involves flagrant 
violations of wage and hour provisions which were 
prescribed by N R A, and it was deliberately picked 
by the Department of Justice as being an ideal case for 
Supreme Court test of the fundamentals of N R A. 
Moreover, no other code was so carefully studied and 
revised by N R A. Not only has the Department of 
Justice backed down on its own appeal, but it has 
stated that other codes will be enforced, thus com- 
pletely abandoning the Lumber Code to the chiselers. 
Inopportunely the President at the same time de- 
mands strict N R A enforcement. With enforcement 
ruled out and compliance rendered silly if not impos- 
sible in one great code, there will be little encourage- 
ment for the administrative agencies of other codes 
to exert themselves to repress growing non-compliance. 
The excuse given for the Government’s course does 
more credit to its smartness than to its respect for 
the Constitution. For fear that the Court might find 
against it, it prefers to continue a course which amounts 
to temporary nullification of the Constitution and has 
the practical result of virtually necessitating repudiation 
of N R A in extensive regions. The moral injury 


thus inflicted on the whole N R A idea of social and 
economic betterment is great and perhaps irremedi- 
able. At the same time, Congress, engaged in drafting 
a revision of N R A, is left without authoritative 
judicial guidance; so that the new edition of that insti- 
tution may be as vulnerable to court veto as the present 
one, and consequently as subject to the harassment of 
disquieting and demoralizing litigation. The belated 
action of the Department of Justice in hurrying up 
another hand-picked case for a test—a case which 
does not really meet the fundamental issues—on which 
to rally from its rout in the Belcher case may win in 





*court, but not in judicious public~ opinion. 


— 


AKING war an 
individually un- 
profitable enter- 
prise will have little effect on the possibilities of war, 
but it will take the nastiness out of the industrial side 
of what is at best a nation’s agony. When a nation 
decides for war there should be no distinction between 
property and business on the one hand and life on the 
other. The man and the institution should be equally 
subject to devotion to the national purpose and interest. 
One man should not be required to give his life while 
another is guaranteed personal safety and unusual 


TAKING THE PROFIT 
OUT OF WAR 


- 











BUSINESS, FINANCIAL axd INVESTMENT COUNSELORS _ 
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profit. The will to take the profit out of war is easier 
than to do it, but in a broad way the bill now reported 
to the House of Representatives, which would freeze 
prices when war begins and tax away all excess profits 
resulting from war industry would seem to serve the 
purpose. Nobody should be allowed to make a single 
additional cent out of munitions, supplies or services. 


~~ 


ELGIUM,® oft protesting 
B that she would not, has 

deserted the gold standard. 
Only France, Switzerland and Holland still hold un- 
qualifiedly to gold in a paper money world. It is only 
France that really counts in this group. Her posi- 
tion is such that she can probably stick to gold until 
the world returns to it—if she is willing to pay the 
price. The adverse balance of trade does not seem to 
affect her stock of gold, and it is likely that she could 
withstand any foreign raid on the vaults of the Bank 
of France. It is scarcely possible, as France is on the 
bullion rather than the gold coin standard, that her 
own hoarders can bring her to grief. It is not loss of 
gold that will cause overthrow of the gold standard 
or devaluation of the franc. It is loss of trade and 
declining business. It is amazing that the French have 
stood so solidly for so long a time against the tre- 
mendous impacts of depreciated foreign currencies on 
both her external and internal economy. But it is in- 
credible that if the depression persists business will not 
prevail over the rentiers. Even this nation of investors 
in fixed income securities will in the end have to 
sacrifice its savings to its earnings, for all interest ulti- 
mately derives from the earnings of capital or labor. 
When capital and labor can no longer stand the gaff 
France will surrender her tenaciously held citadal of 


gold. 


FATE OF THE 
GOLD BLOC 


—_ 


CRITICISM old custom of rejecting 

all criticism of their busi- 
nesses as prejudiced and unsound, bankers and public 
utility executives are now giving attention to sug- 
gested reforms and proposing their own correctives. 
This is the part of worldly wisdom, no matter how 
bitterly they resent the campaign of calumny which 
has been carried on against them. 

The American Bankers Association has approved the 
substance of Titles I and II of the proposed Banking 
Act of 1935 and offers “certain constructive changes” 
in Title II. This title is the one that deals with the 
reorganization of the Federal Reserve System. The 
most important recommendation the Association makes 
is that the method of appointment and the tenure of 
office of the members of the Federal Reserve Board “in 
whose hands it is planned to concentrate greater power 
than ever before should be so altered as to insure, as 
tar as possible, the absolute independence of the Board 
trom partisan or political consideration.” This is a 
sound position and one which will appeal to all judi- 
cious persons except those who are really in favor of 


CONSTRUCTIVE Paes of following the 





nationalization of the banking business. It will prob- 
ably not prevail, but the Association has acquitted it- 
self honorably, courageously and patriotically in mak- 
ing it. 

Space does not permit of a review of the memo- 
randum regarding suggested Federal legislation sub- 
mitted to the Committee on Interstate and Foreign 
Commerce, of the House of Representatives by W. L. 
Wilkie, president of the Commonwealth & Southern 
Corp., but it is an able defense of the functions of 
the holding companies and points out how they can be 
so regulated as to insure the public against the repeti- 
tion of the abuses with which they have been charged. 
In temperate and convincing language Mr. Wilkie also 
points out the benefits of utility holding companies 
and puts Congress in the position of ruthless destruc- 
tion of a highly useful agency—contributing power- 
fully to the general welfare—should it elect to abolish 
those companies. 

The two documents here mentioned should go a 
long way toward convincing Congress and the public 
of the ability and regard for the public interest of both 
the Bankers Association and the utility executives, 
and, we believe, will do much to disarm the recklessly 
bitter hostility which has prompted the introduction of 
so much destructive legislation. 


——— 
ACTIVE NE of the hopeful develop- 
REFUNDING ments of the year is sharply 


increased bond financing— 
hopeful even though it represents almost exclusively 
refunding operations, rather than the raising of new 
capital for expansion or improvement of our indus- 
trial plant. Present low money rates provide an in- 
viting opportunity for companies of sound credit rat- 
ing to retire callable obligations and replace them with 
obligations carrying substantially reduced interest. 

Being part of a company’s daily overhead, the cost 
of servicing funded debt is more important than the 
size of the debt. The present refunding movement will 
strengthen the capital position of many corporations 
and add somewhat to the equities of shareholders. 

In such financing underwriters and corporations, and 
their attorneys, are becoming more familiar with the 
S E C, are losing their original fear of it, and are 
learning with experience that it is not a bar to revival 
of the capital market. The remaining bar is lack of 
genuine business confidence, and a resulting unwill- 
ingness to borrow for plant expansion. Removal of 
this obstacle is not within the power of the S E C. 


HE extensive leg- 
; islative program 

for this session 
has “jammed up” in Congress. True, the long-delayed 
and much-debated Works Relief Bill is out of the 
way, but social security, public utility, N R A and 
numerous other bills remain. The technique of last 
year has been dropped, no longer does Congress receive 
legislation from the White House, ready made. Legis- 
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lative problems have been called to Congressional atten- 
tion, but the President is apparently loathe to over- 
play the emergency advantage of last year and has laid 
the mode and manner of passage of necessary acts 
squarely at the legislative door. The result has been 
more thoughtful and certainly more deliberate legislat- 
ing, but it has not made for dispatch and the law 
makers face a torrid Washington summer unless they 
are successful in persuading the President to forego 
part of the year’s program. They will certainly make 
the effort, but the result is doubtful. The election 
will place political consideration above everything else 
throughout 1936, therefore, clear the decks now, will 
probably be the President’s dictum. It is probably 
good political strategy, but it will not ease the jittery 
nerves of business or the stock market to have the law 
making body heaving bombshell after bombshell into 
the arena from now until next fall. 


a 


SIGNS OF CHANGE IN STOCK OR some 
EXCHANGE’S ATTITUDE Fk months 

now the 
Stock Exchange has been the scene of an internal 
disturbance, similar to those which periodically disrupt 
even the best regulated families. There has been bick- 
ering, threats and considerable bitterness all around. 
The trouble lay in the coming elections for the Ex- 
change’s presidency. Richard Whitney was about 
to finish his fifth year in that position—most of which 
were years of declining prices, declining volume of 
transactions, and a growing distrust on the part of the 
public towards the Exchange which culminated in the 
regulation of the Securities Exchange Commission. 
While it was admitted by everyone that Mr. Whit- 
ney’s term was most difficult and while no one ques- 
tions his sincerity nor his ability, a large faction have 
believed that the Exchange’s relations to the public 
might have been handled with more finesse. They 
charged that the Exchange was really run by an “old 
guard” who did what they thought best even though 
a majority of Exchange members might have been of a 
different opinion. In any event, the “young faction” 
managed to name a majority of the nominating com- 
mittee, determined that Charles R. Gay, senior 
partner of Whitehouse & Co., one of the oldest firms in 
the street, should be the next president. It was feared 
that Mr. Whitney, acceding to the demands of his 
friends, would run on an independent ticket and “split 
the Exchange in two”. Fortunately, however, this 
has now been avoided. Mr. Whitney has accepted 
the nomination for a place on the Governing Com- 
mittee, while Mr. Gay has accepted the nomination for 
the presidency. That the Exchange has embarked upon 
a new policy in its relations with the public is clear; 
the direction that it is to take can be inferred from 
Mr. Gay’s own words: “Somehow we have lost the 
confidence of a great portion of the public—doubtless 
we ourselves are to blame—we have been too self- 
sufiicient—too self-centered—we have not been frank 
to admit our mistakes—convinced that we perform 
an essential service we have been forgetful that mil- 
lions of people mistrust the Exchange because they do 
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not understand it+it has been hard for an institution 
with long over one hundred years of precedent and 
established policy to realize this—we have been too 
proud to plead our cause—unwittingly we have failed 
to fully accept our responsibilities to the public.” We 
don’t think that the Exchange will make any mistake 
in taking the public more into its confidence. Indeed 
we believe its new policy will mark a new era in its 
usefulness and service in what is essentially a public 
capacity. 


—~ 


THE RELIEF N the tremendous increase in 
PUZZLE i the number of families on 

public relief during the past 
year there is something both puzzling and disquieting. 
This phenomenon does not square with evidence of 
improvement in employment, in payrolls and in sav- 
ings over the same period. If there is a valid explana- 
tion for this contradiction, it certainly behooves our 
relief administrators to ferret it out and present it to 
view, for otherwise it will be exceedingly difficult to 
scotch growing suspicion of widespread abuses in the 
relief system. 

The number of families receiving Federal relief in 
February was 4,485,076, an increase of 1,885,101 
families, or 72.5 per cent, in a year. During 1934 
factory employment increased 4.5 per cent; factory 
payrolls, 14 per cent; the number of mutual savings’ 
bank accounts by 3.2 per cent; and new life insurance 
written by 10.1 per cent. A breakdown of the relief 
figures in New York City, contrasted with the trends 
of employment, payrolls, savings and insurance written 
in New York State during the year, shows an equally 
striking contrast. 

The explanation most often heard is that, despite 
modest gains in employment and in savings deposits, 
a distressing number of middle class families have at 
last come to the end of their resources; and have re- 
luctantly been forced to ask relief. Another explana- 
tion is that relief is now better organized than ever 
before, and that possibly many families—formerly in 
distress and receiving local help of one kind or an- 
other—reached the Federal rolls only in 1934. A 
third explanation is that employment gains are insufh- 
cient to offset the number of adults attaining working 
age during the year. 

Each explanation, and all together, leaves us short 
of clarification. The tax-paying public, which will 
ultimately pay the bill, has a right to know the reasons 
behind the most disturbing development of our times. 
If Federal Relief Administrator Hopkins knows the 


reasons, it is incumbent upon him to reveal them. 





—_ 


UR most recent investment 
advice will be found in the 
discussion of the prospec- 

tive trend of the market on page 708. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, April 8, 1935. 
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The Stock Market Over the 


Next Fortnight 


Further Decline—Stability—or Recovery? 


By A. T. MILver 


N balance, a fortnight has produced little change in 

a stock market featured chiefly by continuing dull- 

ness and apathy—yet while a minority of stocks have 
reflected apparently firm demand around levels close to the 
year's highest, several times as many have sagged to new 
1935 lows, some by a quite decisive margin. 

Even in the absence of anything remotely resembling 
general liquidation, the recent ““weak sisters” in the for- 
merly favored industrial group are sufficiently numerous 
to constitute an effective wet blanket on speculative 
optimism. Together with the continued uninspiring per- 
formance of the rail issues, this outcropping of weakness 
in an apparently growing list of industrials and specialties 
would seem to present a rather imposing obstacle to any 
broad forward movement of the market from present levels. 
In any event, one can only conclude that the burden of 
proof remains distinctly on the constructive side. 


Uncertainty in a Thin Market 


Unquestionably the numerous political and_ business 
uncertainties confronting the country are playing a part 
in the present market movement, but it is to be doubted 
that we have in these factors the complete explanation for 
the majority of recent sharp declines in various stocks. 
Uncertainty and doubt for the present appear to be making 
for speculative inaction, the accompaniment of which is a 
thin market, rather than a wholesale bearishness. 

It is not only a thin market but an increasingly realistic 
market. Stock after stock has been marked down in line 
with reported earnings which had been estimated early in 
the year on an overly hopeful basis, or into line with profit 
trends that have taken, or are taking, a turn for the worse. 
Moreover, we are now seeing a clear demonstration of how 
Federal regulation of the markets, by curtailing normal 
speculative activity, makes for wide fluctuations and insta- 
bility of price movement. It may be that this is not too 
high a price to pay for deserved reform. For the purposes 
of this article, however, it must be taken into account as 
a significant phenomenon of present-day stock movements. 

In the lack of a normal short interest, the paucity of 
speculative bids under the market and the drying up of 
speculative activities by corporate insiders, who now have 
to report their transactions each month, investment de- 
mand under the market becomes a vital factor of support. 
In the face of present uncertainties, it is not surprising 
that such demand is both cautious and limited largely to a 
minority of dividend payers of assured earning power. 

All of which explains why it is difficult for one to sell 
as much as 1,000 shares of almost any stock without 
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abnormal effect upon the price. It is because of the above 
reasons, as well as the development of adverse corporate 
factors, that so many specialties have crumbled on a volume 
of selling wholly disproportionate to the resulting reac- 
tion—selling that many of these issues would have taken 
in their stride in normal markets. 


Oversold Utilities 


So far as group movements are concerned, utilities have 
given the most stable performance over the past fortnight 
around a level some 15 per cent above the year’s low. 
Senior issues, indeed, have substantially extended the rally 
which apparently developed out of a double conviction that 
they had been over-sold and that the severe Wheeler- 
Rayburn bill would almost certainly be modified by Con- 
gress in response to determined opposition both from the 
utilities and from a host of investors. As to this seeming 
reversal of a long bearish trend, we again feel impelled to 
hold that the burden of proof must prudently be placed on 
the market and on future events. Frankly, it strains our 
credulity to believe that all is now clear sailing for the 
utilities. 

The recent partial victory of the railroads in obtaining 
higher freight rates on certain products failed to lift rail 
issues above the rally top of mid-March and even this mod- 
est recovery has since been snuffed out by a renewal of 
light and dribbling liquidation. It need hardly be said that 
an increase of some $85,000,000 in rates that are already 
toc high is no remedy at all, but merely a weak palliative. 
While there are some exceptions, the railroads, considered 
as a whole, must have a substantial increase in traffic if 
they are to carry both top-heavy wage scales and interest 
charges. This group is now perched very close to the low- 
est average level of the year and some issues within it 
have dropped to new lows. Given greater confidence in 
business and speculation, its troubles might not necessarily 
preclude advance in industrial stocks; but with confidence 
at its present low ebb, the unfavorable behavior of the rails 
is just one more reason for caution. 


Firm and Weak Spots 


Among industrials, some of the oils have crept forward 
moderately; and other firm spots have included United 
Fruit, Air Reduction and International Business Machine, 
as well as Bohn Aluminum, Coca-Cola, American Bank 
Note and half a dozen other specialties. Such speculative 
leaders as Steel, Westinghouse, General Motors and Chrys’ 
ler remain for the present in the doldrums. 
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Textiles and related stocks have declined substantially, 
reflecting adverse factors of supply and demand in the tex- 
tile industry. Merchandising issues remain out of favor, 
with several at new lows by decisive margins. Packing 
stocks likewise have come in for pressure, as have the 
smelting issues, the leading dairy stock, the fertilizer issues, 
and such former favorites as National Biscuit, the big three 
of cigarettes, American Sugar, J. C. Penney, Atlas Powder 
and Libbey-Owens-Ford. 

When one adds such groups and individual issues to the 
previous list of “weak sisters,” including the steels, motors, 
mail order and building stocks, it is like hunting a needle 
in a haystack to find a place in which new commitments can 
currently be made with confidence. 

Furthermore, when we observe how a moderate volume 
of selling in a few weeks’ time can knock 23 per cent off 
the price of J. C. Penney, put American Sugar down 20 
per cent and American Tobacco “B” down more than 
12 per cent—all issues far above the speculative average in 
merit—it is impossible to take much comfort in the thought 
that brokers’ loans are at a very low level, that no vulner- 
able public speculative position exists and that a heavy 
wave of general liquidation is unlikely. It seems quite 
evident that these broadly favorable indications of the 
market’s internal health are not necessarily a bar to sub- 
stantial decline at any time in almost any group or in- 
dividual stock, regardless of whether the familiar specula- 
tive “averages” are much changed or not. 

Despite the continued high level of activity in the motor 
industry and the closely related maintenance of steel oper- 
ations at a good level, general business activity appears to 
be continuing a slow and more than seasonal decline which 
has got under way much earlier than was the case last 
year. In part this is due to the sharp advance in business 
during the winter, an advance too sharp, in appears, to be 
maintained against existing economic realities and political 
uncertainties. 

The curtailment of textile mill operations, first in silk 
and rayon and now in cotton, testifies to the presence of 
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another of the periodic crises of over-stocking in this indus- 
try. With the seasonal decline in motor production and 
manufacture of agricultural equipment looming a little 
ahead and certain to drag down the rate of steel pro‘uc- 
tion, it appears reasonably certain that business in the 
second quarter is destined to give up some of the gain of 
the first quarter. Underlying the whole economic picture, 
the inertia in construction and heavy equipment remains 
the familiar sore spot. 

In short, we appear to have experienced just another 
of the short cycles of advance—the third, in fact—that are 
becoming monotonously familiar to us under the New 
Deal; and to have reached another period of instability. 

Seldom has confusion on the political front been more 
marked, both within the Administration and in Congress. 
A vast program of legislative proposals—some of almost 
incalculable consequence—has been simmering in Congress 
for three months, with a paucity of definite action. Busi- 
ness uncertainty inevitably has deepened as the country has 
watched the mysterious skirmishing on the question of 
N R A and its future, the delicate matter of labor rela- 
tions involved in various legislative proposals, the debate on 
the Wheeler-Rayburn utilities bill, the snarl in which the 
A A A is enmeshed and the unclarified, though changing, 
status of the social security legislation. 

Instability in the foreign exchanges further complicates 
the outlook, and recent partial recovery in spot commodity 
prices, including cotton, wheat and corn, has thus far been 
insufficient to nullify the adverse effects upon business 
sentiment of the preceding sharp declines, especially that 
in cotton. The preceding reaction had the effect of raising 
grave doubts as to how long various artificially-supported 
prices could be maintained. These doubts, it appears, will 
not quickly vanish. 

In longer perspective, of course, it is highly improbable 
that the stock market outlook is as dismal as it currently 
appears. A great many issues have gone a considerable 


distance toward discounting a second-quarter business 
(Please turn to page 752) 
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What Europe Thinks of the 
New Deal 


A View of American Recovery from 


the Perspective of the Continent 


By Grorce BerKALEW AND H. M. TREMAINE 








N the subject of 

American recovery, 

almost as much has 
been written this side of 
the water as in the United 
States itself. There has 
been criticism, constructive 
and otherwise, praise and 
condemnation but, viewing 
the “trial and error” meth- 


with private industry. 


W ork-Relief 


Germany, England, Canada and other countries all 
have found this to be a remarkably expensive way of 


caring for the unemployed; also, that it interfered 


eign observers. Roosevelt 
paralyzed the London Con- 
ference of 1933, renounced 
the gold standard, and 
grumpily scolded those 
European peoples who re- 
mained attached to it. Al- 
though they were perhaps 
shocked by the impetuous- 
ness of his methods, initial 





ods of the New Deal over 


editorials from abroad 





the past two years, foreign 

politicians, statesmen and economists almost to a man are 
astounded by the audacious courage of the adventure. As 
a spectacle seen from afar, they admit that there has 
never been anything like it. The “daring young man on 
the flying trapeze” had nothing on Mr. Roosevelt, they 
think. 

The general European attitude is one of wondering 
amazement, doubtful of the ultimate outcome, but prayer- 
ful of the success of the Great American Experiment. The 
doubt springs quite naturally from the non-success that 
has befallen their own attempts at similar experimentation. 
They have had plenty of experience with nations that 
have thrown themselves with the fervor of desperation into 
radical political movements. They know that the Russians 
accepted an indefinite period of suffering and sacrifice for 
the illusive ideal of distant terrestial paradise; that the 
Italians accepted Fascism, embodying a patriotic ideal 
similar in concept if less severe in discipline; that England 
and France are struggling fiercely to save the old liberal 
regime with its traditional institutions of capital and eco- 
nomic freedom. Thus, here in Europe, the predominant 
feeling must necessarily be one of skepticism towards the 
Rooseveltian Utopia. 


were almost unanimously 
filled with praise for a dynamic personality. Such catch 
words as “adequate but sound money”, “the only thing to 
fear is fear itself”, sentimental allusions to “the forgotten 
man”, together with the “Blue Eagle”, mystical symbol of 
economic revival, fired the imagination of a weary Europe. 

As time went on, however, Roosevelt became recognized 
as a man who sailed with the wind, adroitly tacking to 
avoid immediate political reefs, but lacking a convincing 
ability to gain headway through the cross-currents of con- 
flicting economic forces. 

Take, for example, this business of raising prices. Europe 
has tried self-same schemes scores of times and, although 
here and there belief persists that the next plan will work, 
the great mass of people are by this time profoundly skep- 
tical of all such plans. The London Economist put its 
finger on the crux of the matter when it said: “The fatal 
tendency to confuse cause and effect is nowhere better 
illustrated than in this matter of prices. Thus the NRA 
has raised building costs but has not sufficiently increased 
the effective demand for houses with the result that two 
incipient building booms have been nipped in the bud. 
Elsewhere many control schemes for restricting the supply 

of materials have been 





They see how Mr. Roose- 


brought into effect and 





velt, hard put for a specific 
program, and for want of 
anything better, created a 
Brain Trust—an “idea 
filter”. Untried inventions, 
together with those that 
had been tried with failure 
elsewhere, were hatched by 
this body of intellectuals 
and hurled on the country 
like so many thunderbolts, 
to the stupefaction of for- 


Currency Tinkering 


Has alleviated matters but temporarily in every 


try in the world if one goes back far enough into his- 
tory. As for inflation, to which it has so frequently — jon 
led, every precedent indicates devastating disaster. 


have raised prices. This 
has benefited individual 
trades but in no case has 
it helped general recov- 
ery.” 


country where it has been tried: which is every coun- An eminent French 


financial writer, Louis Bon- 
nard, voices a similar opin- 
He says, “ .. . gain 
seems small in comparison 
with the sacrifices made. 
Furthermore, on the domes- 
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Production Control 


Britain tried it with rubber, Brazil with coffee, Cuba 
with sugar. and in every instance it failed to the end 
that producers were worse off than they had been pre- 


viously. 





tic market the purchasing power of the new dollar and 
that of the former gold dollar are now approximately equal. 
Since the progression of prices seems to have accelerated, 
one of the official objectives of Mr. Roosevelt, the day can 
be foreseen when the working man will receive a number 
of dollars to defray living costs greatly inferior to the pur- 
chase price of food and products of primary necessity.” 

When it comes to governmental relief measures on a 
grandiose scale, the German point of view is particularly 
interesting. The Nazi regime has had a wide and sad 
experience in creating uneconomic employment under gov- 
ernment supervision. They found out what England, 
Canada and other countries had found out previously and 
what possibly the United States will find out in its turn. 
“Work-Relief” the Germans found was everlastingly ex- 
pensive in the first place and disrupted private enterprise 
in the second. 

Not that the idea is dead in Germany by any means— 
the obstinate clinging to a 


Nasty 


plished the same degree of economic recovery.” 
crack, but fairly logical when you come to think of it! 

On the other hand, Francois Herbette, a profound 
student of conditions in the United States, argues that 
American industry may acquire direct advantage out of 
the experiment—the advantage of having abandoned the 
prostrate attitude of depression, spurred on by co-opera- 


tive effort to alleviate its sufferings. Like the majority of 
European writers, M. Herbette places particular impor- 
tance on the natural youth and vigor of the United States. 
It has always seemed to the authors that this attitude 
savored of the artificial—‘the United States, of course, 
can go on a bender and all will be well because of its 
youth” sort of thing. However, M. Herbette makes a 
point when he says that the present recovery reveais, 
rather the abnormal employment of material and moral 
resources accumulated under the hard regime of compe- 
tition and individual initiative, than the wealth derived 
from the functioning of a system of modified capitalism. 
From the point of view of agrarian policy, measures 
of crop restriction and farm subsidies are by no means 
a new experience in European countries where agricul- 
tural surpluses are frequent occurrences and where the 
margin of production costs varies wildly between na- 
tional boundaries. However, the ruthlessness of the 
American Government's agrarian reforms and the amount 
of money spent in carrying out these schemes find so 
counterpart in other agricultural countries. 
Furthermore, Mr. Wallace’s political beliefs on debt 
cancellation, tariff reductions and his dream of attaining 
a nicely scaled balance be- 





proven fallacy is a perquis- 


tween imports and exports 





ite which the human race 
was ever loath to forego. 
Dr. Leonhard Oberascher, 
editor of the Wirtschaft- 
sarchiv, brings this point 
out neatly when he re- 
marks that it would be 


Price-Control 


Like production-control, to which it is closely re- 


lated, has always failed in the long run. 


contradict the accepted 
European idea of what is 
considered the unalterable 
traditions of ruthless pro- 
tectionism in the United 
States. Thus, on the basis 
of long-standing precedent, 








wrong to draw the rash 
conclusion that President 
Roosevelt has attained no success in his relief measures. 
He weakens, however, when he says: “It is to be feared 
that the permanent unemployment problem in the United 
States is far from reaching a solution even if the Govern- 
ment carries out its policy of extending credits up to the 
limit of the Federal budget’s capacity.” 

Another remark of Dr. Oberascher—if true, and we 
ourselves have the feeling that it may well be so—is 
deeply significant. He states that “The New Deal has 
not brought peace into the public life of the country, but 
on the contrary one has the impression that unrest has 
been increasing steadily.” 

In the British press one finds a rather disconcerting 
tendency to go the root of the New Deal. They pose 
questions such as: “What are the prospects of industrial 
recovery in America?” and “Can a further upswing 
materialize?” The activity in the automobile industry, 
the high output of electricity, etc., is all noted and due 
credit given, but the consensus of London’s financial 
district is that the whole field of private enterprise has 
become virtually dependent upon public spending and 
that the only sound foundation for recovery in the United 
States is in the capital goods industries. In respect to 
the latter, with typical British understatement, “the 
impression is not wholly satisfactory.” 

About the same idea is held by a well-known financial 
writer across the Channel who cryptically observes: “It 
is not wholly inconceivable that with an equal amount of 
money expended even Mr. Hoover could have accom- 
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foreign government ofh- 
cials, completely  disillu- 
sioned as to the efficiency of artificial intervention in agri- 
cultural problems—except for vote-getting purposes—seem 
inclined to accept these convictions of Mr. Wallace with 
more cynicism than faith. 

Meanwhile farm prices are still rising and “to that pur- 
pose”, remarks the London Financial News, “the govern- 
ment seems to have succeeded in redistributing the na- 
tional income.” With the continuation of the A A A’s 
cash outlays, weather permitting, it is predicted that this 
trend should progress, but lacking these two factors the 
plight of the farmer might conceivably be worse than 
before the era of paternalism. 

In financial circles both in England and on the Conti- 
nent, surprise is expressed at the unconcern with which 

(Please turn to page 750) 








NRA 


As a combination envolving price-fixing, production- 
control, wages, labor conditions, fair practice, much 
flag-waving and mystical symbols, no one has ever 
tried it before. 


ican experimentation with managed economy. 


It is the one unique phase of Amer- 
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Count on business 
activity declining ap- 
proximately according to 
the normal pattern until 
August — maybe a little 
more. January and Feb- 
ruary set a pace that 
couldn’t be kept up. 
Washington has raised 
its optimistic sight for an 
autumn target. Once 
again recovery forces have 
been foiled by rabid re- 
form efforts. Pending 
utilities legislation has 
frightened all the dollars 
that were beginning to be 
venturesome—but its bark 
is worse than its bite will 
be when passed (which 


from present indications will be in greatly modified form). 


Wide World Photo 


Any pump-priming possibilities in the $5,000,000,- 
000 work relief bill have been doused by the three-month 
delay in Congress. Outside of relief pure and simple there 
is not a Chinaman’s chance that much more than $500,- 
000,000 can be spent this year. 


Administration apologists, contend however that the 
President long ago gave up the idea that Government could 
possibly prime the pump, and that he is banking everything 
upon private initiative. They try to explain away the re- 
current wet blankets thrown out from the White House as 
politically exigent; say the concrete manifestations of the 
President's swing to the right and the side of business will 
not be manifest until after Congress adjourns. 

The fact is that only hopeful and aspiring business 
can revive business—and the President concedes it. 
Business, it is felt, must recover substantially by early 
1936 or the New Deal will be buried under popular 
reaction—and Mr. Roosevelt with it. 


Conciliation of organized labor—meaning American 
Federation of Labor—is a prime White House consideration 
now. Labor dominates the new NRA board, and has 
agreed to support continuation of NRA. Uncertain 
whether the “deal” includes Presidential support for the 
30-hour bill and the Wagner labor disputes bill. Position 
will probably continue dubious unless Congress balks on 
N R A extension; in that event there may be intimations of 
Executive leanings toward both, certainly toward the latter. 
But support of 30-hour bill would be inconsistent with giv- 
ing business initiative its head. It is a bill to continue the 
depression. 


End of dream of self-government. — NRA bill 
drawn by Senator Harrison—or, rather, introduced by him 
as reflection of Administration attitude kills the biggest 


712 





Happening in Washington 


By E. K. T. 





fundamental thing in the 
whole NRA from the 
standpoint of industry. It 
chloroforms _ industrial 
self-government by de- 
priving code authorities of 
“any final discretionary 
authority”: makes every 
coded industry virtually 
subject to governmental 
meddling from the start to 
the finish of every im- 
portant administrative 
proposal. 


Attorney General’s 
withdrawal of the Bel- 


Donald Richberg cher lumber code case 
Still No. 1 Advisor to the President 


from the Supreme Court 
has added fuel to the 
prevailing repugnance in Congress to NRA< and all its 
works, It is called “administrative nullification of the Con- 
stitution.” Congress is left without judicial counsel in 
drafting the new bill, although it is full of weasel words 
intended to evade the courts. Stung by the reaction to this 
“incredible mistake’’ Justice Department has dug up an- 
other test case. 
Left to itself, Congress would let NRA die on June 
16. But the President’s “face” must be preserved. 
However, extension will be for only one year; it will 
be more politic to be in a position to let it die without 
execution in the middle of a Presidential election year. 


Complete chaos now rules in one big code, Attorney 
General having withdrawn enforcement efforts, and- once 
friendly industry has lost all respect for and wishes to quit 
it. Other codes are being paralyzed by accumulating ad- 
verse decisions in U. S. district courts, whose decisions are 
the local law until reversed by the Supreme Court. In 
view of Attorney General ignominiously dodging a decision 
cn the case he had picked for a test, district courts will tend 
to follow prevailing course of other district courts. Con- 
siderable regions are now under the “unconstitutional” rule. 
Chiselling is fostered and non-observance by the well: 
intentioned is practically compulsory. 

Fear of general code collapse is privately admitted 
if Lumber Code quits. It may be persuaded by alarmed 
NRA to continue a pretense of animation for sake of 
appearances and effect on other industries. Practical 
incentive to do so is big government orders only for 


Blue-Eaglers. 


Donald Richberg, provisional chairman of NIRB, 
told a press conference that atmosphere on “the bill” and 
public opinion had been so influenced by Senate investiga- 
tion of NRA that the moment was not propitious for an 
NR A trial by the Supreme Court. Nobody took any par’ 
ticular notice. So many once unusual things happen in 
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Washington these days that they have become common- 
place and often escape mention or at least emphasis. Al- 
though his work as a co-ordinator of the emergency agencies 
of the Government failed because it was an impossible task, 
Richberg continues to be No. 1 advisor to the President. 
He has a remarkable memory and an amazing grasp of the 
roaring tide of innovation which pours through Washing- 
ton, and is adept at writing what the French call a precis 
of a situation. 

On the whole, his influence is strong for the turn to 
the right, labor lawyer though he was. He holds to the 
view, unusual in Washington until lately, that capitalistic 
industry needs to be run by its friends, not by its enemies. 


Michigan “bye-election” is accepted here as proof that 
President Roosevelt’s popularity is as definitely waning in 
the country as his authority is in Congress. The country is 
no longer distinguishing between him personally and his 
works. The supreme objective of the nation is recovery, 
and it is still apparently remote in any big way. Hence- 
forth the tendency will be to hold him responsible for the 
delay, ignoring all that he has done in the battle to mitigate 
the depression or its conse- 





bill. Both would die if they did not have the farm bloc 
okey; Congress doesn't like them. Now is the Presi- 
dent’s last chance for big legislation; next session of 


Congress will be wary of New Deal proposals. . . . Cat 


will be jumping the other way. 


Don’t be frightened by strike talk. Failure of busi- 
ness to keep up pace of last winter makes it tolerably cer- 
tain that labor will not put on the screws—for lack of a 
sensitive place to apply them. Administration will use all 
its moral suasion influence to keep the industrial peace. 


War talk. Washington holds that there will be no war 
in Europe—for a long time. Rearming is a good play for 
Hitler at home, but he has no intention of soon risking an- 
other defeat for Germany. The Government has no appre- 
hensions about a European conflagration. As for Japan, 
Mr. Hull is reversing the Stimson policy. Powder will be 
made and kept dry, but Japan is being allowed to build up 
a conviction that we will leave her alone in her Far Eastern 
policies if she will only be less truculent. We are through 
trying to save the world—except our part of it (and not 

getting far with that). 





quences. 





Some startling new move 
is predicted in an effort to 
reverse the tide. Fatuous 
radicals urge him to go left 
hard. Rightists will urge 
him to give business a free 
hand. Another whirl at 
monetary magic may be in 
the offing. Maybe a 50- 
cent dollar. 


Subsidies to home build- 
ing as a means of finally 
touching off a building boom 
are talked of—even subsidies 
to industry—if authority can 
be found in the work-relief 
bill. Building revival on a 
big scale would put a kick into 
the durable goods industries, 
which are showing rather sur- 
prising signs of a persistent 
gain, small though it may be. 


treat. 


for recovery. 


Certain to be defeated 
in the end on some sort of 
soldiers’ bonus measure, Presi- 
dent may make a virtue of 
necessity and offer a compro- 


ing “maybe.” 
No war. 


Administration’s “must” 
legislative program will 
have some holes knocked in it. 
Eastman transportation mea- 


solidified. 


Washington Sees— 


Early-year business spurt flattening to sub- 
normal season curve. 

“Job for everybody”—some other time—. 

Blame laid to holdup of Works-Relief bill. 

Conservative reaction setting in. 

President’s personal popularity waning with 
discomfiture of New Deal. 

Modified NRA for only one more year—. 

Interim remnants hashed by Belcher case re- 


“Industry self-government” suppressed. 


President placating organized labor, possibly 
without conceding 30-Hour and Wagner bills. 


No serious strike danger. 
Pump-priming in discard—reliance on business 


Possibly some form of subsidy of enterprise. 
President’s “must” legislative schedule becom- 


No increase of taxation. 

Inflation, or reflation, within a year. 

mise. Probability of more money magic. 

Last call for New Deal legislation. 

Richberg’s position as “lieutenant-president”’ 


Inflation is still a long way 
off. Business lacks steam to 
touch off reflation derived 
from optimism, and as yet 
there is not a sign of inflation 
arising from fear-flight from 
the dollar. But one way or 
the other, inflation will come 
in with a bang within twelve 
months. 

Administration will 
whoop up optimism-infla- 
tion to head off fear-infla- 
tion rooted in budgetary 
error. Plenty of time to 
lay your own course—but 
lay it while your head- 
piece is cool. 


Little men rule in this Ad- 
ministration. Name a single 
man of outstanding political or 
economic talent and personal 
power. There was a consen- 
sus for a while in 1933 that 
Roosevelt had emerged from 
the chrysalis of mediocrity, 
which was his status before the 
Presidency, into the full sta- 
ture of greatness. That is no 
longer felt, even by his warm- 
est friends and_ staunchest 
admirers. He has vitality, 
courage, patience, adroitness, 
energy, industry, good nature, 





imperturbability—but they do 





sures will flop. Public utilities 
slow-death bill will be decid- 
edly altered, if it gets by at all. Besides N R A extension, 
H OL C will get authority for $1,750,000,000 addi- 
tional loans, F H A will be amended as desired, Cope- 
land pure foods bill will pass, Eccles banking reform will 
win hands down, economic security proposals will pass in 
part. Of course, present temporary excise taxes will be 
renewed. 
Aside from the mentioned “musts” the President 
counts on the A A A amendments and the Farm Credits 
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not add up to. greatness. 
Neither in the Cabinet nor among the emergency execu- 
tives is there a single man of the great leader type. 


Durable materials industries committee continues 
to meet. Conservative group again dominates, but has not 
yet got up courage to strike out. Also hopes that after 
Congress quits—about June 20—Roosevelt will find ways to 
give business encouragement and perhaps to restore its 
confidence. 
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q With the business trend uncertain, the political situation more 


and more chaotic and with inflation in the background, how 


should one’s funds be most safely and profitably employed? 


q This question which bedevils every investor is considered in 


the following practical discussion of both senior securities and 


common stocks. 


Soundest Investment Policy Now 


By J. S. WitiiaMs 


ET us admit frankly at the very outset, that the problem 
of investing money has never been more difficult than 
it is today. Yet, just because it is so nearly insur- 

mountable, is all the more reason for realizing the specific 
chstacles in order that the attempts at solution may at least 
be carried out along logical lines. One may fail, but 
certainly no worse for having tried. 


What to Consider 


It will help, perhaps, to break down the problem into 
its component parts. Today’s investor needs to take into 
consideration the future of (1) Business volume, (2) Prices, 
(3) Special legislation which will work contrary to eco- 
nomic law, at least for a time, (4) Taxes, (5) The possi- 
bility of severe repercussions from events abroad, and 
finally (6) Developments peculiar to any particular invest- 
ment medium. It is obviously impossible to place one’s 
money where it would be safe, valuable, and yield a re- 
turn, regardless of what might happen under these various 
headings. Thus, one is forced to seek a measure of se- 
curity through balance—forced to buy one thing that will 
guard against this contingency, while being vulnerable to 
that; forced to buy another thing that will guard against 
that, while being vulnerable to this. Such a system of 
compromise has a certain weakness about it, but so long as 
it is impossible to see far enough into a complex political 
and economic future to completely reconcile conflicting 
forces, no other course is practicable or safe. 

Many different things, of course, represent wealth and 
every investor has a free choice. He can put his money 
into real estate, commodities, precious stones and precious 
metals. Or, he may, as the majority will elect to do, place 
it mostly in stocks and bonds. These last make up our own 
particular province and, while certain individuals probably 
could round out their position by having part of their capi- 
tal in other forms, stocks and bonds will define the limits 
open to most. 

At the risk of being elementary, let us have one point 
clear and always in mind: bonds represent an obligation 
to pay money. There is neither an express nor implied 
guarantee that the money paid either in principal or inter- 
est will purchase a certain quantity of commodities, pay 
rent on a certain space, or liquidate the performance of a 
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certain amount of service. Stocks, on the other hand, are 
merely certificates representing a share of a business and 
their price in dollars depends upon their earnings in dol- 
lars, while their value to the investor depends upon what 
goods and services he can command with the money he 
receives as dividends. 

Thus, the advantage of a high grade bond lies in the 
certainty of receiving a given number of dollars in interest 
and principal, while its disadvantage to the individual is 
found in the possibility that prices will rise and he will be 
able to purchase less goods and services—the things he 
really wants rather than dollars. Very generally speaking, 
with stocks it is the opposite; they yield their owners a 
greater number of dollars when prices are rising and in this 
way the impact of higher prices on true purchasing power 
is offset. 


High Grade Bonds 


It is to this fundamental background that all other con- 
siderations in investment must be fitted. Today, truly high 
grade bonds such as United States Government obligations, 
the better municipal issues, and such corporate bonds as 
Atchison, Topeka & Santa Fe general 4s, Norfolk & West- 
ern consolidated 4s, Consolidated Gas, Electric Light & 
Power of Baltimore first refunding 4s, United Electric of 
New Jersey first 4s, and New York Telephone first and 
general 41s, are selling at, or close to, the lowest yield 
basis of history. In no case is the return afforded much 
better than 3! per cent and those of the corporate issues 
that are callable are selling above that price; some of the 
non-callable issues return hardly 3 per cent. 

Three causes have contributed to the height of the pres 
ent bond market and the smallness of the return obtainable 
therein. With a dearth of industrial expansion as a result 
of depression, new financing fell to, and remains at, a 
low ebb, so that existing bond issues have not experienced 
a normal amount of competition from new issues. This 
has given them a “scarcity” value and consequently a 
higher price. At the same time, the laws that have been 
passed dealing with stock exchanges and securities have 
further contracted the volume of new financing. To this, 
the Government has added a policy making for extremely 
easy money. Last year, the country’s bank deposits 
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increased something in the neighborhood of $6,000,000,000, 
largely as a result of the Federal Reserve's buying of Gov- 
ernment securities. The banks are trying desperately to 
employ these deposits profitably and their efforts, coupled 
with the similar efforts of other institutions and individuals, 
have forced up still further the price of good bonds— 
bonds that were scarce in the first place. 

Nor does it seem likely that this situation will change 
importantly in the near future. Business recovery will 
have to be very much more pronounced than anything seen 
so far before the demand for credit hardens money rates 
and commences to bring down bond prices. As for new 
(as contrasted with refunding) issues being brought out in 
such a flood as to break the present market, this too must 
be relegated to the more distant future. It would seem 
therefore, despite the fact that the yield from good bonds 
admittedly is small, there is little near-term prospect of 
its becoming larger; indeed, it may grow even smaller, to 
the advantage, of course, of those already owning such 
issues. 

Having taken a position on the future course of bond 
prices, however, there still remains to be settled the more 
important matter of commodity prices. Inflation has come 
in for a great deal of discussion and thought, which is 
natural when any Government flatfootedly states that it 
intends to raise prices and proceeds to tinker with the 
currency with this objective in view, while at the same 
time running a huge deficit. Inflation, however, is pretty 
tricky stuff to play with. It’s like dynamite; you can thaw 
it out in the oven and bang it *round lustily without any- 
thing happening necessarily. But if it goes well, 





liquidation of high-grade bonds now, except possibly of 
those that are selling considerably above their call price. 
This exception is made for the reason that recently there 


oe been a sharp increase in refunding operations. Pacific 
Gas & Electric, Swift & Co., Norfolk & Western and South- 
ern California Edison are among the companies that have 
recently called or are about to call for redemption large 
bond issues, to replace them, in the case of the first two, 
with issues bearing a lower coupon. Other companies are 
hard at work on similar plans and now that the ice has been 
broken, proving that the securities acts were not the bar 
to refunding operations that had been thought, the move- 
ment is likely to gather momentum. This means, of course, 
that those holding bonds selling above their call prices 
stand a very good chance of suffering substantial losses in 
the near future. In the majority of cases it would be better 
to sell such bonds now and re-invest the money, either in 
uncallables or in issues, probably of a lower coupon rate 
selling substantially below their call price. In this switch, 
if the new bonds are of the same high grade as the ones 
that were sold, the investor is almost certain to find that 
the return on his capital has been lessened. To counter- 
act this it will be a temptation to switch into issues of a 
lower grade so that income may be maintained at its old 
level. Generally speaking, however, such a practice is 
dangerous. Persisted in, over a term of years, it means the 
progressive deterioration of one’s portfolio to the point 
where even a minor business slump results in defaults and 
the sudden serious curtailment of income. If the possession 
of high-grade bonds is in accordance with a well-thought- 
out investment program, one should see that the program 
at the 
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the prospects of an in- 
flation-generated price 
rise taking place in the near future? 

Because there is so much psychology in inflation, no defi- 
nite answer can be given to this question. All the ground 
work is there admittedly, but few would care to hazard 
a guess as to the exact time, if ever, at which the people 
will become frightened of their money. From present 
indications, however, it does not appear as if the danger 
were imminent and it would hardly occasion surprise if 
there were no material change in the general price level 
for the next year, or even longer. 

If this is the case, there is no reason for the panicky 
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It is much more 
dificult to generalize 
about second-grade bonds than about high-grades. With 
second-grades, in addition to money rates and commodity 
prices which were the principal considerations in connec- 
tion with high-grades, business and politics will be found 
to have a very important bearing. In recent weeks, many 
second-grade bonds have been adversely affected market- 
wise by the realization that the earning power of their 
issuers was unpromising. The railroads very definitely 
are an important group that have been under this influence. 
While second-grade utilities have been slightly firmer over 
the past few weeks, prior to this they suffered badly from 
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the political agitation which was surging against them. 

The point has been made frequently that second-grade 
bonds afford considerable protection against rising com- 
modity prices. It is true, of course, should rising com- 
modity prices result in greater earning power, that second- 
grade bonds whose merit rests on this earning power will 
improve in quality and therefore price. The catch to 
the argument, however, is that rising prices do not neces- 
sarily mean an improvement in earning power. One could 
readily imagine, for example, that railroads and utilities, 
big buyers of materials and supplies, might easily be caught 
between rising prices and fixed rates to the detriment of 
earning power. Moreover, it is to be remembered, even 
should rising prices help an issuer of a second-grade bond, 
so far as the owner of the bond is concerned his income 
remains exactly the same; his benefit lies in improved safety, 
but he has to sell the bond in order to cash in on it and if 
he does this he will not be able to materially better his 
then existing position through re-investment. 

No objection can be found on a point of principal to 
having a few second-grade bonds in a portfolio. Each 
issue, however, should be there only on its own merits 
and its position frequently checked against earnings state- 
ments and considered in the light of new developments in 
the industry and company represented. 


Judging Preferreds 


Preferred stocks come next in the consideration of fixed 
income bearing securities. They have a definite place in 
a portfolio as a means of raising the average return with 
reasonable safety of principal. In as much as the income 
received from these issues is fixed in its upper limits what 
has been said about bonds is equally true of preferred 
stocks. The best, such as Eastman Kodak 6 per cent pre- 
ferred and Corn Products Refining 7 per cent preferred, 
both of which are non-callable, should be considered for 
investment purposes just as one would consider a high- 
grade bond. They will rise with a further lowering of 
money rates and fall when, and if, money hardens. The 
dollar income derived from them is almost as safe as any 
income could be, but the purchasing power of that income 
is vulnerable to a rise in the general price level. Second- 
grade preferred stocks should be considered as one would 








consider second-grade bonds, and each treated solely op 
its own merits. 

One point might be made in connection with the lower 
quality preferred stock in the present market. The investor 
needs to be careful that he does not pay too much for 
accumulated dividends. In other words, suppose there jg 
some preferred stock selling at $80 a share, which has 
$22 a share in accumulated arrears, there is something of 
a tendency to consider these arrears as so much cash and 
figure that only $58 a share is being paid for the stock. 
This is quite dangerous, for the pages of financial history 
are littered with preferred stocks that never did manage to 
liquidate accumulated dividends. 


Fifty Per Cent in Common Stocks 


The balance among various types of issues about which 
we talked at the beginning of this article and which is s 
essential for the protection of capital during the present 
troubled times, will be achieved if not more than 50 per 
cent of the sum available for investment in securities is 
placed in fixed-income media—bonds and preferred stocks, 
The.remainder will have to go into common stocks. 

In connection with present-day investment in common 
stocks, a number of general observations can be made which 
perhaps will be found useful. If our recovery is to bea 
real recovery with rising business activity all along the 
line, it will tend to benefit common stocks of all kinds. On 
the other hand, if our recovery is to be mainly a price 
recovery (as would be the case under inflation although, 
as we have said, this is not an immediate danger) there 
probably would be an actual fall in the volume of busi- 
ness transacted on a unit basis. This, of course, would 
be adverse to all companies and their stocks and it would 
be offset only by those in a position to raise the price of 
their product faster than the general run of prices. One 
would say now that the railroads and the utilities would 


not be among those in a position to raise the price of their | 


product fast enough to offset lower unit volume and higher 
costs of materials, supplies and labor, and therefore that 
their earning power would fall in the event of a “price” 
rather than a “volume” recovery in business. 
On the other hand, what are the groups that one might 
(Please turn to page 748) 
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~ Ts Uncle Sam Holding the Bag’? 


Seven Billion in Real Estate Mortgages—Govern- 


ment Is Lenient Lender But Insists on Repayment 


By JoHn C. CresswiLi 





HE Farm Credit 
Administra- 
tion (Federal 

Farm Mortgage Corpora- 
tion financing or operat- 
ing through Farm Land 
Banks) and the Home 
Owners Loan Corporation 
were authorized by Con: 
gress to issue $5,000,000,- 
000 of bonds for the re- 
financing of farm and resi- 
dence mortgages, the for- 
mer being empowered to 
issue bonds to the amount 
of $2,000,000,000 and the 
latter of $3,000,000,000 
All of it is a contingent 
liability of the Federal 
Government, principal 
and interest being guar- 
anteed by it. 

Congress is about to au- 
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HOLC Loans will aggregate about 25 per cent of all urban home 
Total volume of business in 18 months greater than that 
of the two largest industrial corporations in the world in 1929. ALL 
Farm Credit Administration real esate mortgage loans total about 
$2,600,000,000 or about one-third of entire U. S. farm mortgage debt, | 
regular Land Bank loans being $1,000,000,000, | 


H OL C delinquents, 18.8 per cent; Land Bank Commissioner Loans, 


erage of a twilight zone 
would-be borrowers 
who had previously made 
| something of an informal 
| start in the direction of 


$3,000,000,090 
seeking loans. Doubtless, 
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the Home Owners Loan 
Corporation and the Fed- 
eral Farm Mortgage Cor- 
poration. Apprehension is 
felt that the borrowers 
| have proceeded on the 
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Home Owners Loan Cor- 

poration of $1,750,000,000 more of guaranteed bonds and 
the same amount of loans, making the total contingent 
liability of the Government for the two _ institutions, 
$6,750,000,000. 

The Federal Farm Mortgage Corporation has not asked 
for an increase of its lending authority, but only for the 
removal of the $600,000,000 limit on the amount of the 
bonds which may be devoted to the so-called “Land Bank 
Commissioner Loans,” being loans of a particularly emergent 
and precarious nature, intended to take care of those ex- 
treme cases which could not be properly handled as Farm 
Land Bank loans, through which the other long time relief, 
as well as normal mortgage loans are handled. Governor 
Myers of the Federal Farm Credit Administration is hope- 
ful that the Land Banks will not require further extraordi- 
nary assistance and will be able to finance themselves in 
the normal manner through the flotation of their regularly 
authorized bonds. The total of farm mortgage loans since 
May 1, 1933, is $1,605,000,000 to 615,000 borrowers. 

The Home Owners Loan Corporation will have disbursed 
all of its present authorized $3,000,000,000 when the ap- 
proved loans on file, when it ceased lending in November 
shall have been taken care of. 

As of March 21, it had made loans aggregating $2,500,- 
000,000 and $2,250,000,000 will take care of approved and 
eligible applications (on file but unapproved) when lending 
was suspended, which is the purpose of Congress, plus 
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were the beneficiaries of 
neatly-disguised dole, that the Government would never 
resort to foreclosure and other severe measures, that col- 
lections would drag along through extensions or negli- 
gence; and that in the end Congress would discharge 
them from their obligations—leaving back-bent Uncle 
Sam to make good on his indorsements. 

Some color was given to these dismal conjectures by an 
alleged statement of Chairman Fahey of the HOLCtoa 
committee of Congress that delinquencies of monthly pay- 
ments on the HOLC loans amounted to 30 per cent of 
the total number of loans. It appears that what Mr. 
Fahey meant was that 70 per cent of HOLC borrowers 
were promptly making their payments on due dates. In- 
terpreting delinquency as signifying a tardiness of more 
than 90 days, the HOLC says that it is now about 18.8, 
as against 18.5 per cent some months ago, although this 
does not include formally authorized extensions. 

This percentage of what may be called delinquency, as 
well as that of what may be described as mere delay, is 
said not to be much different from the current experience 
of private mortgage loan institutions. A reduction of the 
number of delinquents is expected to result from recent 
impressive demonstrations that HO LC has teeth and can 
apply them in a painfully lacerating manner. Recently, 
in New York, the HOLC singled out 20 delinquents as 
intentional malingerers and dead-beats and applied the heat 

(Please turn to page 751) 
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hen Japan Shakes 
the Mailed Fist 


Pressure of Multiplying Population Com- 


pels Territorial and Trade-‘Sphere Extension 


By THEoporE M. KNapPEN 


&& HE eyelids of a Samurai know not moisture,” says 
a Japanese writer. The antique nobles rule no 
more in Japan, but the Samurai spirit has per- 

meated all classes; and with a unanimity of purpose, deeply 
imbedded in the national consciousness, unknown to any 
other great nation, Japan drives forward inflexibly, remorse- 
lessly, to realize the high destiny “the unknown gods” have 
decreed for her. 

While this purpose was slowly taking form and the na- 
tion still had a certain fear of the nations of the West, the 
Japanese time and again yielded to western pressure, but 
now Japan advances with unrelenting steadiness and stern, 
even at times provocatively arrogant demeanor, toward the 
realistic goal of undisputed supremacy in the Far East and 
the dream of world ascendency. In these days she flouts 
and leaves the League of Nations, dominates China, beards 
the Russian bear, demands naval parity with Great Britain 
and the United States and begins to invade both politically 
and economically the whole sphere of American influence. 


The Price of Pacifistic Softness 


The time may come when the United States will have to 
pay as the price of peace virtual submission to the re- 
quirements of Japanese expansion. As things are drifting 
now, we may be very will- 


ade, he suggests that those terms ultimately may be a free 
hand for Japan in South America, undignified, scuttling 
from the Orient on the part of Uncle Sam, withdrawal of 
the American fleet from the Pacific, dismantling of the mili- 
tary and naval bases in the Hawaiian islands (perhaps even 
the cession of those outposts to Japan as hostages for peace). 

This is an extreme expression of informed opinion, but 
the problem of Japan’s expansion is certainly a critical one 
for the United States. And it is one to be considered, at 
this time, dispassionately and with tolerance for the Japa- 
nese point of view. Aside from vaulting ambition for na- 
tional eminence there are indestructible factors which in- 
exorably drive Japan toward territorial and economic ex- 
pansion. With 68,000,000 people, Japan proper has less 
arable land than the single state of California. She re- 
quires an ever growing foreign trade to support her rap- 
idly increasing industrial population, and suitable regions 
to which the surplus may migrate. 


Too Much Cold, Too Many Chinamen 


The acquisition of Manchuria has provided a preserve 
for Japanese exports and a degree of natural resources in 
which Japan is notoriously deficient; but it is not a region 
which attracts immigrants. The climate is not suitable, 

being too severe, and the 





ing to pay that price. 
When a vigorous, hungry, 


JAPAN'S BIG CUSTOMER-UNITED STATES 


already teeming Chinese 
population, with even 





growing, intensely patriotic 
and warlike nation con- | 
fronts a static, rich, over- 
fed, luxury-loving nation; 
endowed with vast re- 
sourced and abundant terri- 
tory, but shot through with 
decadent pacificism and di- 
luted patriotism the price is 
always ready. . 

An American statesman 2 
and economist, a life-long 
familiar and admirer of 
Japan, returning from one 








lower living standards than 
| those of the Japanese, pre- 
sents no promise of success 
for any large number of 
Japanese settlers on the 
land. What the Japanese 
emigrants want is a tem: 
perate climate in a region 
where the pioneering of in- 
dustry and commerce has 
been accomplished, but 
where also there is abun- 
dant room for _ settlers 
whose lower material stand- 








of his many visits to the 
land of the sun-flag says: 
“We can have peace 
with Japan—on her terms.” 
Speaking not of the near 
future but of the next dec 











ards, superior industry, 
thrift and self-denial give 
them room and opportunity 
to thrive and multiply 
California is a type of 
what the Japanese covet. 
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From it they are now excluded by our immigration 
laws, but what those Japanese who were already in the 
promised land have accomplished is illustrative of the 
enormous capacity of the race for colonizing success in a 
suitable environment. 


Australia for Nipponese 
The great continent of Australia, inhabited by only 


6,000,000 easy-going Anglo-Saxons, naturally tempts the 
pent-up Nipponese, who inquire why, merely because they 





Chinese rulers to Japan and a historic tendency to favor 
the western nations, Japan is today dominant over China 
politically; and in brief time will certainly dominate that 
nation economically. The West, distracted by its interna- 
tional embroilments, relaxes the grip; Japan seizes its op- 
portunity. 


Naval Parity Demanded 


In line with her unswerving policy Japan has denounced 
the Washington treaty which limited her naval power to 


came late into the division 
of the world, they should 
be shut out from unpeopled 
and unused lands. But the 
white man stands on guard 
there, also. 

South America has 
plenty of room and for the 
most part the sort of in- 
digenous population which 
cannot successfully com- 
pete with the immigrants in 
their chosen fields. And 
there, under present politi- 
cal conditions the Japanese 
find welcome of such a sort 
that immigration can flour- 
ish without raising a ques- 
tion of intrusion of Japa- 
nese rule. At the same 
time it affords a fertile field 
for the expansion of Japa- 
nese commerce, which is in 
a sense equivalent in its 
social and economic effects 
to emigration by reason of 
the fact that it helps sup- 
port at home the surplus 
population, the export of 
the products of labor taking 
the place of the export of 
the laborer. The commer- 
cial conquest of South 
America, Central America 
and the Caribbean region 
proceeds apace, Japanese 
on the land and in the 
cities, Japanese trade dele- 
gations, reciprocal treaties, 
even recognition for Man- 
chukuo. Thus Japan comes 
into potential friction with 
the United States in a re- 
gion which we have come 
to regard as our most prom- 
ising future outlet. Cheap 
and furtive imitation of 
American goods, traders 








Japan’s “Unparalleled Industrial 
Prosperity”* 


(Supported by ‘‘Social Dumping’’—Lower Wages, Reduced Purchasing 
Power, and Depreciated Currency) 


Total foreign trade “largest in history.” 

Exports gained 32 per cent in 1933 and 16 per cent in 1934. 
To Central America, 170 per cent in 1934 (go-getting). 
To Manchuria, 33 per cent—machine guns talk. 
To South America, 104 per cent (more go-getting). 
To Asia, 42 per cent—imperialism pays. 
To Oceania, 23 per cent. 
To Europe, 25 per cent. 

Cotton cloth exports gain 23 per cent, to U. S. 600 per cent. 


Raw cotton imports gain by 9 per cent—but fall 13 per cent 
in American cotton (high prices). 


Cotton imports from India increased 45 per cent (see Mr. 
lace). 


Rayon yarn exports increased 151 per cent in quantity. 
Imports of iron and steel increase—raw material. 
Industrial production up 10 per cent in 1934. 

Profits in spinning industry largest since 1928. 

Steel output gained 25 per cent (ten months). 

Chemical industry—higher dividends, special dividends. 


Shipments of raw silk to U. S. stationary, to rest of world, 
gain 56 per cent. 


But U. S.’s balance of favorable trade gained 187 per cent— 
low price of silk, high price of raw cotton. 


Employment gains 9.7 in 1934, wage rates fall 8.9 (from 
1931) and real wages 8.2. Retail prices 2 per cent higher 
—spread between wholesale and retail prices excessive. 
Labor takes the gaff to meet “national emergency”— 
aggressive foreign policy, coming naval building race 
with the U. S. 


Outlook good for 1935 but all the world rebelling against 
Japanese competition. 





*U. S. Commercial Attache Williams so describes Japan’s 1934 with 
former years, but it is equally relevant when applied, currently, to 
nations. 








60 per cent of that of the 
United States or Great 
Britain. She seeks naval 
equality under the guise of 
security of her homeland, 
but really to attain a free 
hand in the Far East, par- 
ticularly in China, and 
complete independence of 
national action for expan- 
sion and trade expansion. 

In the Philippines Japa- 
nese settlement is already 
an acute problem and one 
that will be aggravated 
when the United States 
finally withdraws from 
those islands: swarming lit- 
tle brown farmers on the 
land, daring poachers in the 
fisheries. In India, Japa- 
nese economic penetration 
has dealt a deadly blow to 
British trade, and the 
Dutch East Indies severely 
feel the grip of Japanese 
commercial superiority. In- 
deed, the home markets of 
England, France and Hol- 
land, have suffered from 
the Japanese “invasion” in 
the very lines of manufac- 
ture in which they excel. 
The same is true in a minor 
degree of the United 
States, where cotton fabrics 
from Japan are now re- 
markably widening their 
markets—not to mention 
the impressive inrush of a 
host of minor articles. 
Nothing to worry about— 
only a small offset against 
the balance of trade but 
cause for pondering on 
Japanese genius. 

The Japanese people, un- 
der the influence of the 








who must trade or perish: there is no beating them. 

Nearer home, the Japanese have made a joke of the hoary 
American policy of the open door in China, and particu- 
larly in Manchuria. They have recently declared a Mon- 
roe doctrine of their own for China, much more compre- 
hensive and exclusive than our purely political Monroe doc- 
trine for South America. This policy seems certain to 
exclude us from any of the benefits of the eventual eco- 
nomic awakening of China, except those that click with 
Japanese plans and objectives. 

Notwithstanding a persistent passive opposition of the 
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military party, are at this time decidedly militant. They 
are prompted not only by the inexorable pressure for eco- 
nomic and territorial expansion but by a resentment of the 
policies of western nations which have time and again 
coolly checked Japan’s advance in the mainland of Asia, 
as for instance, when they deprived her of much of the 
fruit of her victory in the war with China in 1894-95. 
They also bitterly resent the American immigration policy, 
which denies Japan the small quota benefits she might have 
from the normal regulation of immigration by national 
(Please turn to page 750) 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Goose Step and Goose Flesh 


The goose step, measured, relentless, 
again resounds in the Wilhelm Strasse, 
and almost immediately the rest of 
Europe breaks out into goose flesh. 
The innate fear of Germany has be- 
come for neighboring powers almost 
a fetish, a symptom of psychological 
distemper. The present panic in 
Europe crystallized by Germany’s rude 
affront to Allied complacency cannot 
be attributed, even by the most naive, 
as a direct consequence of the British 
White Paper, the French extension of 
military service, or even less the men- 
ace of an armed Red Russia. The 
recent effects manifest more fundamental causes, in short 
a prolonged misunderstanding of the psychological dif- 
ference in national characteristics. 

To be sure the sanctity of the Versailles treaty has 
been blatantly repudiated, but a treaty designed by the 
tacit agreement of the victorious Allies—and in this 
case, each bears an equal brunt of responsibility—to 
impose permanent inequality on a vital and aggressive 
nation was destined to failure at the outset. Post-war 
Europe, cut up into pieces like a jig-saw puzzle, with no 
regard for geographical frontiers, racial minorities, or 
particularly, irrepressible national impulses could not, 
for all the moral suasion or diplomatic pressure, be expected 
to preserve a status quo. Germany bottled up must 
eventually pop off. 

One viewpoint infrequently presented is that the explo- 
sion might have been less violent if the Herriot-Briand 
attempts for genuine collaboration had not been so vehe- 
mently opposed by the traditional irascible French attitude. 
Except for these attempts, French foreign policy has been 
founded more on fear than on faith, designed more to crip- 
ple than to construct. Although this opinion may arouse 
well meaning and sincere objection, it is by no means incon- 
ceivable that had France whole-heartedly extended a help- 
ing hand to the post-war stricken German Republic the 
present black outlook for European peace might be now 
considerably brighter. Inevitable was the re-birth of Ger- 
man dominance on the Continent, uncontrollable the re- 
vival of her military strength, both conditions recognized 
in well-informed French official circles as a logical and fore- 
gone conclusion. 

Now that the die is cast, Italy and France forget their 
latent animosity in a common fear. In England alone, with 
her prudent policy of playing both ends against the mid- 
dle, lies the hope of sanity, expediency and sober com- 
promise. Without minimizing the actual danger of a new 
outburst of hostilities in Europe, without denying the 
belligerent attitude of Germany, either today or yester- 
day, witout underestimating the difficulties encountered 
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by deserving diplomats, frantically 
scampering from one capital to another, 
still, there is reason to believe that the 
eventual conflict may be miraculously 
postponed. 

Precedent substantiates this predic- 
tion. The Dollfuss tragedy in Austria, 
the assassination of Alexander of Yugo- 
Slavia, the political thorn of the Saar 
plebiscite, events each as critical as 
Sarajevo, were one by one relegated 
to the junk heap. No doubt the 
sharply conflicting issues confronting 
the Stresa conference can be again 
staggered to preserve European peace 
for at least several years to come. That 

' is all that can be hoped for. Perma- 
nent peace still remains, on this planet of ours, a vain 
delusive hope. 


The Red Army 


Since the Red Army has become a factor of major 
importance in European negotiations, the question natu- 
rally arises as to its effective strength, either as a potential 
ally of France or as a prospective enemy of Germany. As 
a result of propaganda not only disseminated by the Soviets 
themselves but fabricated as well by the Nazi press for 
political reasons, the military strength of the U. S. S. R. 
under conditions of actual combat has undoubtedly been 
considerably over estimated. Technically, Soviet forces 
are well equipped, better disciplined than under the Czar 
regime and, with 940,000 men under arms, statistically 
strong. 

Generally overlooked are the facts that 45 per cent of 
this army are industrial workers and that the recent increase 
of approximately 378,000 men was rendered necessary to 
garrison the frontiers along the Baltic, the Black Sea, in 
Murmansk on the White Sea, and especially in the Far 
East. Thus the surplus force does not imply an increased 
strength of a maneuvering body, but merely provides de- 
fensive border protection. So inadequate are transporta- 
tion facilities, both by road and rail, that mobilization of 
concentration of the army in the event of an emergency 
would involve such difficulties as to render the maneuver 
either untimely or ineffectual. 

Since the area of Russia comprises one-sixth of the 
earth’s surface, transportation has been aptly described 
by the Soviet General Staff as the “younger brother” of 
the Red Army. But, unfortunately, the growth of this 
“younger brother” has failed utterly to measure up to the 
best laid plans. The net work of railroads developed 
before the war, for strategical purposes, has lost various 
vital points of concentration to Poland and the Baltic 
States. During sixteen years of planning, the Soviets 
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constructed less than fourteen thousand versts (fractionally 
over a kilometer) of railroads of which six thousand were 
already under construction before the Revolution. Main- 
tenance of rolling stock has been flagrantly neglected and 
four thousand accidents occurred, according to official 
admission, during the past year. In fact, the world record 
for ineficiency was achieved by the Soviets with five 
accidents in one railway yard in fifty-five minutes. 

Much stress has been laid by Soviet authorities, as well 
as by foreign military experts, on the motorization of the 
Red Army. Lacking rail facilities, tractors and tanks have 
been considered of predominant importance in Russian 
warfare. It has been learned recently that of the 91,000 
tractors adaptable for military use, only 10,500 are 
equipped with caterpillar traction, and a large percentage 
of these are indispensable to agriculture. 

From the standpoint of European alliance, one essential 
consideration must be squarely met: the Red Army cannot 
be judged by military experts on the same basis as other 
national forces. First, because it is intrinsically a party 
army, not a national army, and secondly, because the 
doctrine of this party is unconditionally committed to 
oppose all forms of capitalistic government. In order to 
forestall revolt, the military, most potent element in the 
Stalin regime, has been deliberately imbued with inveterate 
animosity toward ideals or institutions tinged with capital- 
im. Paradoxically, Russia has concluded a military alli- 
ance with Lithuania, anti-communistic to the extreme, while 
Germany smacks her lips in anticipa- 
tion of gobbling up a generous slice of 
Lithuanian territory. 

Could Russia, then, stand by her 
alliance and still maintain her doctrinary 
integrity or preserve the military morale? 
It is more likely that she would see fit 
to abide by a convenient hands off 
policy, particularly in view of the pre- 
carious position of her own economy. 

And this leads logically to the more 
significant parallel: how far can the 
proposed Franco-Russian military alli- 
ance be accepted as a tangible means of 
preserving European peace, or counter- 
wise, to what extent could the U.S. S. R. 
rely on French intervention in the event 
of a German offensive in the Ukraine? 


* * * 


German Bonds 


A communication from one of the 
executives of the Deutsche Bank paints 
a gloomy picture of the German finan- 
cial outlook. In fact, even the military 
conscription decision may, in a large 
measure, be attributed to the impending 
collapse of the Public Works and Relief 
(Oeffentlighe Arbeitsfuersorge) _pro- 
grams. Outdoor construction sched- 
uled to commence during the month of 
March on roads, railways and hous- 
ing, could not be carried on due to 
the lack of available funds. This embarrassment made 
it imperative for the German government to renounce the 
Versailles Treaty as a matter of expediency and conscript 
the growing body of discontented unemployed as the only 
possible method of checking the communistic movement. 

February official statistics show a further decline in 
German imports, as compared to January, with an accen- 
tuation of the commercial balance deficit (of two hundred 
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Paul Van Zeeland 


million marks for the month [preliminary figures]. This 
unfavorable aggravation of the German trade situation is 
all the more striking when consideration is taken of the 
fact that the return of the Saar to the Reich should have 
appreciably improved the statistical commercial position. In 
view of these circumstances, inquiries have been received 
from holders of various categories of German bonds floated 
in the United States, as to what action should be taken. 

It is the consensus of informed opinion that such issues 
are hazardous and with little prospect of appreciation. The 
economic crisis which is rapidly approaching is an obvious 
consequence of heavy governmental expenditures which 
promise to continue as long as possible. American holders 
of German obligations who desire to keep their funds in 
foreign securities might do well to switch to other bonds, 
which while admittedly speculative offer better prospects. 
For example, Argentine or Brazilian issues. In these 
countries there is progress toward more stabilized economic 
conditions, whereas German bonds would certainly go much 
lower in the case of further political complications in 
Europe. Furthermore, selected South American securities 
should show a marked improvement as a result of the up- 
ward price trend of basic commodities. 


* 


From Princeton to Premier 


The long anticipated and oft predicted crisis in the 
Belgian monetary situation has at last 
come to pass with the 28 per cent de- 
valuation of the belga. The new emer- 
gency government, headed by the erst- 
while Princeton professor, Van Zeeland, 
is overshadowed by criticism of New 
Deal plagiarism. Even University of 
Louvain’s Professor Ludovic Cloquette’s 
freshly printed book: “Linking the Bel- 
gian Franc with the Pound Sterling” 
smacks familiarly of brain trust proclivi- 
ties. But, whatever comparisons may 
be drawn between Mr. Van Zeeland’s 
program and Mr. Roosevelt’s experi- 
ment, the fact remains that Belgium, 
primarily industrial, is not faced with 
the major problem confronting the New 
Deal, that of raising the price level of 
basic commodities over a three thou- 
sand mile area of diversified production. 

Lombard Street has concluded that 
recent Belgian action foreshadows the 
disintegration of the gold bloc and, 
anticipating this event as a “fait accom- 
pli” has raised the British steel duties to 
50 per cent. 

In the meantime, the devaluation of 
the florin or a close linking of it to 
sterling is considered imminent, as is 
also the devaluation of the Swiss franc. 
From confidential sources close to the 
Premier, it is indicated that a gradual 
disintegration of the gold bloc would 
provide excellent propaganda to placate 
die-hard public opinion when French devaluation can no 
longer be avoided. An underlying weakness of the pound 
is only too evident and the intrinsic value of the lira has 
become an unknown quantity. All of these factors, when 
taken in conjunction, must necessarily engender further 
commercial restrictions on the Continent as well as in Eng- 
land and, in turn, reveal the need of gold bloc devalua- 
tion with international monetary stabilization to follow. 
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How To Spend Five Billion 
Dollars 


Relief First, Then Recovery — Will the 
Greatest of Blank Checks Do the Trick? 


By Joun D. C. WELpon 


ROTRACTED Congressional 

debate over the Administra- 

tion’s $4,800,000,000 work re- 
lief bill has served to throw some 
light on the probable uses to which 
this vast sum will be put, although 
there is as yet no indication that a 
detailed program has been drawn up 
by its prospective administrators. 

In this greatest of the New Deal’s 
spending projects, the effort will be 
to employ the largest possible num- 
ber of individuals in the quickest 
possible time. The corollary effort 
will be to impart another emergency 
lift to American business and par- 
ticularly to the depressed heavy in- 
dustries. 

President Roosevelt will himself 
take an active part in the direction 
of what has been described—prob- 
ably too optimistically—as the Gov- 
ernment’s final great drive against the 
depression. In the interest of speed 
in shovelling out the money, his No. 
1 man will be Harry L. Hopkins, 
present relief administrator. Among 
the divisional administrators will be Secretary Ickes, prob- 
ably in charge of loans to states and municipalities; and 
Rexford G. Tugwell, whose spending activities will center 
around soil erosion and other land usage. 

Despite the various restrictions written into the bill in 
the Senate—highly elastic restrictions—this measure is the 
biggest blank check ever placed in the hands of a President. 
Accordingly, it can be predicted with reasonable assurance 
that a large total of spending will be devoted to some of 
the experiments close to Mr. Roosevelt’s heart—including 
soil and forest conservation, subsistence homesteads, rural 
electrification, development and expansion of public electric 
power operations, etc. 

From the start the New Deal program has been a curi- 
ous, and often contradictory, mixture of relief, reform 
and recovery. Relief is the No. 1 emphasis in the ap- 
proaching grandiose drive. Recovery is the No. 2 objec- 
tive. Nevertheless, there are strong indications that the 
reform motive will also be prominently present, notably 
in continued loans of public money to municipalities for 


722 


Nesmith Photo 








erection of public power plants with 
which to beat down rates of private 
utilities; notably also in slum clear- 
ance. 

The two biggest questions pre- 
sented by this program are: 

How effective will it be in taking 
men off the relief rolls? 

To what what extent and how soon 
will it stimulate business? 

No matter how fast the tempo of 
spending set by the President and 
Mr. Hopkins, the spending of 
$4,800,000,000 without scandalous 
waste is a staggering job. In terms 
of the number of jobs provided, there- 
fore, it is to be doubted that the pro- 
gram will attain its maximum possi 
bilities until some time next year at 
the earliest—possibly an advantageous 
coincidence from the point of view 
of a President who will seek re-elec: 
tion in the autumn of 1936. 

The great bulk of the unemployed 
reside in industrial centers of popula: 
tion. For this reason the practical 
difficulty confronting the program is 
the development of work projects in or near such centers. 
It will scarcely be feasible to transplant 3,500,000 men or 
even half of that number, from our cities to essentially rural 
projects, whether soil and forest conservation, subsistence 
homesteads, rural electrification or railway grade crossing 
elimination. 

As a sporting proposition, this writer ventures to guess 
that the odds are against the program re-employing as 
many as 3,500,000 men directly before the money runs 
out. Conversely, the odds are in favor of a very large 
number continuing on cash relief, with the funds sub 
plied by the Government. 

Before attempting conjecture as to the business effects of 
the program, it is necessary briefly to examine the measure 
itself in substantially the form it is expected to take in 
final enactment. 

First, any part of the $4,800,000,000 may be used for 
direct cash relief, as at present, at the discretion of the 
President. Thus, while work relief is developed cash relief 
can be continued. (Please turn to page 748) 


THE MAGAZINE OF WALL STREET 


























ith 
ate 
ar’ 


swe SsllUCeOlUCUem 

















Commodities As Inflation Hedge 


Although Statistical Positions of Great Staples Show 
Improvement, Large Stocks Militate Against Rising Prices 


By C. $8. Burton 


HERE is no problem of the day nearer the heart of 
that mythical average man than the possible effect 
of inflation when, as and if it comes. His interest 

is keener and his anxiety sharpened not only by develop- 
ments at home but by the example of what is happening 
currently in Belgium, a nation of the canniest investors in 
the world, yet panic spreads when the nation faces 
devaluation of its currency. If prices are to go higher 
and higher to such an extent that one would experience 
a severe loss by mere holding of cash reserves, then 
arises the question of the moment: What is the best 
hedge against the forces of inflation? In other words, in 
what form can one, when the time seems to demand action, 
invest present cash or borrowed funds so that the invest- 
ment will ride upon the rising tide, be convertible into cash 
at any time and not eat up all such anticipated profit in its 
meantime carrying charges, and in any event, make a 
safe landing when financial seas calm down. 

Inasmuch as there appears to be a sort of general, and 
perhaps not always carefully considered thought that the 
market in commodities could afford an easy way out, it 
is attempted here to set out the position of a few of the 
leading items in the world market as objectively as may be. 

We have had so much talk of surpluses poured into our 
ears that “stocks on hand” and “‘carry-overs” have come 
to be bugaboos and an analysis of actual positions should 
be of interest. It should provide a clue as to whether 
commodities in abundant supply can shoot upward in 
price under the influence of inflation as rapidly as some 
people assume. 

If the separate surveys which follow, and the table in- 
tended to serve somewhat as 


past we would have characterized as wholly abnormal. 

To begin with, our cotton-growing states produce the 
best uniform fiber, in quantity, grown anywhere in the 
world. We held through the years, quite deservedly, a 
good share of the command of the world market for 
cotton. 

There was built up a futures market which permitted 
the cotton mill to hedge its purchases of raw cotton and 
there came to be cotton merchants whose work in 
the spot markets was quick, clean, efficient—moved 
the crop. All in all, there are some twelve million people 
in the United States who depend upon cotton for their 
livelihood. 

It is plain beyond argument that all of us, each of us, 
have a stake in the well being of our cotton production 
and trade. Anything that vitally affects any 10 per cent 
of our population has its nation-wide repercussions. It was 
quite to be expected that once we committed ourselves to 
“planning” for agriculture cotton should be the first crop 
to receive the “planners” attention which, of course, can 
only be bestowed through restriction. 

We do not have it in mind to discuss our policy in re- 
gard to cotton any further than is necessary to show the 
position of the staple against its proper background. Rather 
we merely set out the present position in the hope that 
the reader may perhaps find some help in arriving at his 
own conclusions. 

The average annual world production of cotton over 
the last ten years was 25,530,000 bales; average consump- 
tion 24,392,000 bales; consumption for the year ended 
July 31, 1934, was 25,324,000 bales, from which one may 
not too readily deduce the 
existence of a burdensome sur- 





a reference for the short period 
during which the figures may 
currently be useful; if these 
can give a little clearer idea of 
the position which the com- 100 
modities covered occupy, the 
volume of the various items 
and their movements, the 50 
manner in which they go to 
market and the factor of pub- 
lic participation in the mar- 
ket, the effort made will have 
served its purpose. 
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SCALE IN CENTS 


Cotton 


The order of importance— 
its universal use in myriad 
forms—rather turns the spot- 
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plus, and as a matter of fact 


Prices OF AMERICAN STAPLES St eee 


in the United States, as of 
the end of February is at a 
lower mark than for some 
years past. Of course, this is 
due to crop restrictions, aided 
by the drought. 

At the end of February we 
held 10,832,000 bales of cot- 
ton against 11,794,000 bales 
last year and 13,583,000 bales 
two years ago. Of this cot- 
ton, the Government controls 
5,500,000 bales; cotton on 
farms and in transit, 1,376,- 
000 bales; in mill warehouses, 
1,118,000 bales; thus leaving 
in public warehouses and held 
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light on cotton and on a 1933 








by distributors and consum- 





situation which in any time 
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ers, 2,838,000 bales. Obviously, the “free” cotton is 
in but limited supply against mill consumption of 
approximately half a million bales monthly. The 
world use of cotton for the six months of the current 
crop, August 1 to February 1, was 12,384,000, of which 
5,883,000 bales were American cotton. In the past the 
percentage of American cotton has run much higher. 

The shrinkage in our foreign sales is evidenced in the 
comparison of our shipments from the beginning of the 
cotton year, August 1, 1934, 


Our people buy silk and drive new cars whether the 
“goose honks high” or depression persists. 

The small farmer in Japan—in Japan all farms and all 
farmers are small—procures his supply of egg-cards from 
the governmental agent at the time of year when the leaves 
of the mulberry trees are out and growing. The little huts 
where egg cards are to be incubated are warmed to the right 
temperature and from that point on the production of 
the raw material—the cocoon—is left to the women of the 

household and the cost of such 





to March 22, 1935, of 3,843,- 
570 bales; for the like period 
a year ago, the export total 230 


PRICES OF IMPOR 


attendance is not reckoned. 
The unwinding of the cocoon 


Com MODITIES is done by skilled girl workers 








was 5,898,149 bales and for fas 
1932-33, 5,957,139 bales. vs PT 

The visible supply of Amer- Hi 
ican cotton abroad as of March 
22 was 949,112 bales against 
1,837,533 bales on the same 
date in 1934. 

It only remains to point out 
that the holdings of the Gov- 
ernment overhang the market 
to such an extent that free 
movement may not be ex- 
pected. Either the market 
looks at the tight spot position 
artificially created and the 
price tends upward or it takes 
fright at the possibility of 
sales from the Government 
stock and the price dives sud- 
denly downward. 

The A A A has fixed the 
quota of 1934-1935 cotton to 
be harvested tax free at 10,- 
500,000 bales. The current 
processing tax amounts to $21 
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ll || | | in the filatures and the loose 
Se gaa | | | yarn or thread formed by un- 
ee winding and twisting together 
Sas the filament of from two to 
twenty cocoons makes the raw 
silk of our commerce. As to 
productive capacity, it de- 
pends on the demand. The 
Japanese farmer can produce 
many more cocoons than his 
government permits just now. 
There are mulberry leaves to 
spare and the family’s care of 
























the silkworms may readily ex- 
pand. As to market, we buy 




















about 80 per cent of the silk 
which Japan produces and 
Japan’s raw silk is about 87), 
per cent of the world total. 

We use approximately the 
same amount of silk each year, 
around 69,000,000 pounds, 
but the price tendency was 
sharply down from above $5 
in 1929 to present levels 
around $1.30. 




















per bale and makes the cotton 
cost the spinner about 15 to l 1933 
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1934 —Iti9354 The government for a time 








16 cents per pound, whereas 





endeavored to maintain the 





our cotton costs the Man- 
chester spinner about 13 cents per pound and other growths 
sell something below our export. 

The larger question involved is the loss of our foreign 
markets for the fiber, the deficit in our current exports 
running to two and a quarter million bales for the period 
since August 1, the beginning of the cotton year, while 
the uses of foreign cottons have increased. As matters 
stand, our Government is the greatest cotton speculator 
of all time. Counting the current world supply at 
20,000,000 bales, a fairly close approximation, the Govern- 
ment controls more than 25 per cent and with restriction 
enforced must, willy-nilly, continue to furnish some form 
of price guaranty to the planter; still hold open the bag 
into which the farmer may sell his crop. Eventually the 
cotton will be “dumped” on the market and the Govern- 
ment take the loss. Under normal conditions cotton is an 
ideal commodity to carry, but, with a new crop making, the 
question is: How, short of a demand created by war, can 
cotton get above say 13!/ cents at which price the farmer 
could pay off his loan and carrying charges. 


Silk 


It seems fair that discussion of our chief article of 
import should follow that concerning our chief item of 
export. 

It is something of commentary on the American philoso- 
phy of life that such item should be one of luxury—silk. 


724 


market for raw silk and quite 
inevitably the farmers turned out cocoons and the situa- 
tion was on all fours with our position in cotton, the 
government holding the bag and the farmers heaving in 
the cocoons to the filatures. How much silk is still 
sealed up in the government’s tin boxes is an unknown 
quantity. 

Rayon Competition 


Silk faces some difficult problems. The Japanese yen is 
something of an uncertain factor; it is supposed to be allied 
with and to fluctuate with the British pound sterling and 
the British policy is for the time at least opposed to higher 
prices. In addition to exchange troubles, silk, at home and 
abroad, has a stiff hurdle to jump in meeting rayon compe- 
tition. The Japanese are making a tremendous effort to 
reach a high place in the world textile trade and are going 
ahead in rayon production very rapidly. In January, her 
exports of rayon ran to 1,664,000 yen nearly 60 per cent 
over a year ago. In rayon the export is a finished manu- 
facture, the silk she sends us is practically raw material, but 
she also sends us cotton goods and rayons in direct com- 
petition with our own mills and she has taken from our 
exporters our markets for cotton goods in the Philippines 
and in Cuba. 

Our own industry, realizing that prices cannot be ad- 
vanced, as would be the effect of a tariff, are discussing the 
possibility of a quota for all Japanese goods. 

It has never been fully determined how well raw silk, 
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being an animal product, will come through any long per- 
iod of storage. It has to be kept from the air, in sealed con- 
tainers, in regulated temperature. Its bulk is small for its 
gross value and by comparisons with the past its current 
price is low. Stocks on hand in this country are very low 
and some buying movement may be anticipated. 


Wheat 
As we turn from fibers to foodstuffs, we again meet eco- 


nomic planning in the restrictions for wheat, corn and mere self-sufficient basis. 
hogs. There has been much eventful history made in 


pensated by the differences in price between nearby and more 
distant options. The export market which we once had for 
our surplus wheat has been definitely lost partly through 
our efforts to afford our farmers a price above the world 
level and partly through other countries’ intensive effort to 
povide their own needs. We are just now importing more 
wheat for feed than for human consumption. 

This is the season for crop scares, but the rest of the 
world does not now lean heavily upon this country for 
wheat, and we are apparently about to settle down to a 
Our farmers are sheltered by a 
42-cent tariff and without surplus production this differen- 


wheat, a story far too long for repetition here. In 1931 the tial will become effective. 


crop conditions in Kansas, Nebraska, Oklahoma were 
ideal. We had a wheat crop, a huge one, and we became 


Even though inflation makes itself felt, there does not 
seem to be any reason for expecting wheat to lead a 


alarmed. Just why we became possessed of the idea that procession of ascending prices. 


each year was going to add more and more wheat to an 


accumulating surplus is hard 
to tell. However, we went 
in for “planning” and the 
drought did the rest. Secre- 
tary Wallace has capitulated 
to Dame Nature and now sug- 
gests to the farmers in the 
spring wheat regions that they 
do their best to produce a 
bumper crop. For the time 
being we are importers of 
corn, wheat, oats and rye and 
the dust storms which furnish 
headlines for eastern dailies 
do not foretell a good crop 
season, as this writer knows 
from more than one season of 
experience. 

There is some bearish feel- 
ing in wheat, because the im- 
porting nations have gone so 
far to supply their own needs. 
We will probably have a 
carryover at the end of the 
wheat crop year, June 30, of 
100,000,000 bushels. There 
is not much hope now of a 
crop above 500,000,000 bush- 
els against our average domes- 
tic consumption of 650,000,- 
000 bushels, even if the spring 
wheat farmers do their very 
best. 

This wheat situation brings 
the Argentine more or less to 
the fore. Freight from Buenos 
Aires is about 10 cents a 
bushel. Tariff on wheat to 
be milled is 42 cents, the price 
in the Argentine less than 60 
cents, so that whenever our 
market wants wheat at any- 
thing about $1.10 or $1.12 
the grain from the haciendas 
can come in. If wheat for 
cattle feed comes in the duty 
is 10 per cent ad valorem. 

Wheat is not easy to carry 
in storage; it grows musty 
unless moved, and in the 
granary may be attacked by 
weevil. In the futures mar- 
kets these factors are com- 
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There is hardly a wheat producing country in the 
world that has not attempted 
more or less regulation of pro- 











duction and marketing. These 











Stocks of Leading Commodities barriers in the path of world 
trade are too numerous and 
QJ Inc. e 
1983-84 1984-35 or Dec. | too complicated for enumera 
Cotton (Aug. 1) 1,000 bales tion here. 
Amer. Production 1933-4 12,712 9,666 —24.8 
oe i fe 2: C 
or Se, x 9 —it. } m 
World Consumption... . 13,720 11,500 —16.1 | ad 
Carry over July 31..... 10,746 8,912 —16.8 | 
Silks (July 1) 1,000 bales— | It is the cash items in world 
133)3 pounds each r otli rn 
Proguchem..... 6.625% 691 - 527 —10.8 | t ade that get ? ght. yer 
Consumption........ 557 581 +43 | gets much less attention than 
Stocks as Dec. 31.... 257 229 —10.9 | wheat because only about 10 
Wheat (July 1) 1,000 bushels 
POMNNONE So. isc eases 528,975 496,469 —6.05 | per cent of the abe a camape = 
On the farm U. S. jon. i 196,000 136,000 —30. . | final market as grain; it comes 
orld visible sup. Jan. 1 e i —12. | eae ° 
Carry over July1...... 402,000 306,000 -—23.8 | as beef and pork; sirloins and 
Total Stock Jan.1..... 559,000 428,000 —23.4 lard, soup bones and spare- 
Corn (July 1) 1,000 bushels ribs. Yet corn is our big crop. 
ee 2,351,658 1,380,718 —41.2 
On farms Jan. 1....... 1,422,556 814,017 42.8 Two years ago May corn 
Copper (calendar yr.) short tons on the Chicago Board of 
U.S. smelt. production... 284,172 392,000 +87.9 
Total world........... 1,126,942 1,487,100  +31.9 Trade was under 25 cents a 
; bushel. Today May corn is 
U. S. consumption. .... ° 339,350 307,000 —9.5 
Total world. ......... 1,242,183 1,478,000 +19-0 around 80 cents and has been 
et Se x —s8. : 
World Stocks Jan.1.... 798,587 715,218 —10.4 much higher. 
Tin (calendar year) long tons . One cannot attempt any 
World production... 184963 108,194 +18.5 discussion of the market in 
orld consumption. ... B 117,527 —16. a 
World stks. & carry over 48,201 22,147 —54.0 yt as peng a a 
. S. consumption..... 793 43,60 —25. - 
Stocks in U. S. end Dec. 7,504 2,638 —64.0 The a a + age Eg “ 
Zinc (calendar yr.) short tons f og P h ti f 
Production U.S........ 307,182 368,800 +18.4 “sia gy eo e — oe 
‘onsumption.......... 3 £ or .e) 
Stocks Jan.1.......... 128,192 110,487 —13.8 en — 
World production... || 1,103,468 1,294,614 +173 pork on the hoof and the price 
World consumption.... 1,003,400 of a bushel of corn. The so- 
Rubber (calendar yr.) long tons called normal ratio is 11.6 
Production—world..... 845,291 © 1,013,442 $19.8 die 2 h 
Consumption U. Sin: 416,062 + 454,186 49.1 which is to say that 11.6 
onsumption Unite 
Kingdom........... 79,424 108,900 +37.1 bushels of corn should equal 
World stocksend year.. 489,029 [ 555,321 +13.5 in price 100 pounds of pork 
U. S. Reclaimed Rubber live weight. 
Production short tons... 99,730 108,247 +8.5 
Consumption.......... 83,992 102,254 +21.6 We are very short of both 
renin eine te 20 corn and hogs, owing to the 
ee Sass “deisr 480 ee a oe ee 
Domestic gasoline ‘con- ws ! : slaughter by the AA A. Farm 
sumption millions gals 438 16,617 +7.6 , 
Stocks gasoline in 1,000 stocks of corn are about 800, 
[i pA Ay eee 55,430 51,750 —9.0 000,000 bushels, some 300,- 
Sugar 000,000 bushels under the 
U. S. consumption (short 
___ Segieaipd sare 5,986,674 5,855,170  —1.9 shortest supply ever recorded 
Crops heretofore at this time of year. 
West Hemp. cane tons. 6,991,776 6,726,146 —3.8 er in which ders 
Asia cane tons......... 17,913,362 7,518,714 4.9 The en ae ° fee “ 
Other cane toms 1,728,714 1875,968 —a 4 have been cutting down on 
or eet (ref.) tons... Ns +7.6 aie . . 
U.S. Stocks Dec. 81tons 124,913 496,777 -+297.6 ney ‘a, the — — 1S 
shown by a use of less than 
(Please turn to page 752) 
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HE MacGAZzINE OF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 
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by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
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Total Amount Fixed Charges 
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Company debt issue — Yield to COMMENT 
(mil’ns) (mil’ns) 1933 1934 Callt Recent Maturity 
Baltimore & Ohio R. R. 
EO a ee ee 726 157 1.0 9 105 98 4.2 Entitled toa high grade rating. 
Ref. & Gen. “A” 5s, 1995.. Pe 246 1.0 .9 105 58 8.7 unior to issue above. 
Conv. 4s, 1960 bee be heii 63 1.0 9 105 ’36* 41 11.0§ msecured by mortgage. 
Notes, Sec. 4 S, MURR Ree 726 50 1.0 9 10144* 84 9.4 Collateral is valuable. Medium grade. 
te ob OS 2 ea 726 45 1.0 a 105 ’°45* 87 6.4 x 
Pitts., L. E. & W. V. Syst. Ref. 4s, 1941... 726 58 1.0 ‘9 100 94 5.2 } All three issues are about of the same good 
Toledo-Cin. Div. 1st & Ref. “A” 4s, 1959.. 726 23 1.0 .9 10834 7 6.9) stade. 
Buffalo, Roch. & P. Cons. 414s, 1957...... 35 29 eee jan NC 51 10.1 Fairly sound only. 
Chicago & Alton Ref. 3s, 1949... ........ 49 45 3 9 NC 34 18.7 Second grade. 
Chicago Union Station Co. 
BOE OE evs ches ge iawswectense 67 60 105 108 4.0 Guarantors include strong roads. Mortgage 
position also good. High grade. 
ae 67 7 105* 108 3.9 Not mortgage secured, but guaranteed simi- 
larly to issue above. 
Kansas City Southern Ry. 
rr Ch Grape See ee ois 65 30 6 Py f NC 71 5.9 Sound bond. 
eS SS ere 65 21 6 m | 105 66 11.1 Junior to issue above. 
Texarkana & F. S. ist 544s, 1950......... 65 10 1.0 7 10714 85 7.1 Fair grade. 
Kansas City Terminal ist 4s, 1960............ 50 50 coe 105 106 3.6 Guarantors include the Atchison, the Bur- 
lington and the U. P. High grade. 
Norfolk & Western Ry. 
*xkist Cons. 4s, 1996......... 91 41 6.4 6.4 NC 113 3.5 An investment of the highest grade. 
Div. ist & Gen. 4s, 1944 91 35 6.4 6.4 105 106 .... Called for redemption July 1st. 
Pocahontas Coal & Coke P. M. ist 4s, 1941. ae 11 oe i 105 107 2.9 High grade. 
Southern Pacific Co. 
**xSan Francisco Terminal 1st 4s, 1950... ... 832 31 .9 1.0 105 100 4.0 Well secured, better grade issue. 
Oregon Lines ist “A” 44s, 1977. ........ 832 61 5 1.0 105* 76 6.1 Reasonably strong. 
Central Pacific Coll. 4s, 1949............. 832 37 .9 1.0 100 61 8.9 Medium grade. 
MD os ccrwicce ne cc ecceedeces 832 145 x 1.0 105* 57 8.3 Being unsecured by mortgage are only fairly 
strong. 
— Pacific Ry. 
EMR ceccisak bibiewce ss less 5 a 99 2 NC 100 4.0 Better grade issue. 
Tir magh Short oe 1st 4s, 1954. ; es 10 2 10744 98 4.2 Also better grade. 
European Loan 4s, 1946............... a 13 a 100 AES ... Entitled to a fair rating. 
Guaranteed 6s, 1960.................: i. 40 12 105* 70 7.7 A fair caliber bond. 
San Antonio & Aransas Pass. Ist 4s,1943..  .. 20 NC 76 8.1 Reasonably strong. 
Southern Pacific R. R. ist Ref. 4s, 1955... ye 146 105 cee ... Good grade issue. 
Terminal R. R. Association of St. Louis 
EM cnc uw ch sche <0nns steess 47 7 NC 110 2.0 Among the guarantors are strong roads. 
High grade. 
PERO CS ROED is ecks oc kecicwceccnese OW 5 NC 111 3.6 Mortgage position junior to issue above, but 
bears similar guarantee. 
Si ENN Sa cs dnb Snsducscsdatase 47 35 110 103 8.8 Still strong, tho junior to two issues above. 











Public Utilities 













American Water Works & Electric Co., Inc. 


NG Os CS OE Us co x cv eesavnccsie 185 15 1.2 
Oe ae eee 185 11 1.2 
Monongahela West ere a Ser. 1st 

Lien & Ref. “B” 54s, 1953............ 24 14 1.6 
Potomac Edison ist “ie & <= oe 17 2.0 
West Penn Power ist “Gn Tae 1956 ee He 50 50 8.4 


1.2E 
1.2E 


‘1.7E 


3.6E 


102* 91 6.3 Security pledged is valuable. Present con- 
version rate $20 a share. 

110* 72 8.4 A-second grade holding. 

105* 94 6.1 Medium 

105* 105 4.6 Good grade Stone. 

105* 109 4.8 High grade. 

















—— 














THE MAGAZINE OF WALL STREET 











treet’s Bond Appraisals 





Public Utilities (Continued) 


Total Amount Fixed Charges 
funded ofthis times earnedt Price 
Company debt issue ~ a Yield to COMMENT 
(mil’ns) (mil’ns) 1933 1934 Callt Recent Maturity 











—ae ge Power Co. 




















Se eS are 84 63 1.8 das 10414* 105 4.6 Of good caliber. 
pods Bae tg Sewer ist 5s, 1941. ae 84 10 1.8 oe 105 107 3.8 Prior in lien to issue above. High grade. 
Brooklyn Edison Gen. ‘‘A’’ 5s, 1949. = 67 56 4.4 3.8 105 109 4.1 Of the highest grade. 
i Buffalo General — Co. 
> AS 2 Sees er 40 7 re 2.3E 105 108 2.9 Of the highest grade. 
oo ; Gen. & Ref. Bh sigs, Sere 40 30 2.1 2.8E 107%* 111 4.0 Junior to issue above, but still high grade. 
Columbia Gas & El. Deb. -) (May) 1962.... 176 105 2.1 1.8 104* 719 7.2 Medium grade. 
Cons. Gas, El. Lt. & Pwr. of Baltimore 
ist Ref. 4s, 1981................sseeeee- 67 58 2.9 3.0 105* 109 3.6 Company’s credit standing is very high. 
___ Safe Harbor Water Pr. 1st 4)4s,1979..... 21 21 wines skaltin 105* 107 4.2 Cons. Gas guarantees. Strong bond. 
Consumers Power Co. 
BE ee es bookie sie we eee ences 92 22 2.5 2.5 105 103 2.0 Of the highest grade. 
ee a re 92 67 2.5 2.5 105* 108 4.0 Junior to issue above, but still high grade. 
Georgia Power ist & Ref. 5s, 1967.......... 120 103 1.8 1.7E 105* 90 5.7 Medium grade bond. 
Milwaukee Gas Light ist 44s, 1967........ 13 13 2.6 2.0 10714* 108 4.1 A better grade investment. 
Nevada-Cal. El. 1st Tr. 5s, 1956............ 31 28 1.2 1.2E 102%* 71 7.8 Represents large proportion of total debt. 
** New England Tel. & Tel. ist “B” 44s, ’61.. 88 75 2.3 2.5 100 ’53 117 3.5 High grade investment issue. 
North Amer. Lt. & Pr. Deb. “A” 5s, 56... 198 18 def def 10214* 50 11.0§ None too strong holding co. obligation. 
Philadelphia Electric Co. 
Re eee eee 166 57 3.3 3.2E 110 113 4.1 High grade. : 
ist Lien & Ref. 44s, 1967............... 166 33 3.3 3.2E 10414* 107 4.1 First 5s pledged under this issue make it 
almost as strong as one above. 
BOG ee lg BOER aoe sck le ecw ewieccdas 166 59 3.3 3.2E 10214* 107 3.6 Junior to two issues above. but still strong. 
Philadelphia El. Pwr. 1st 514s, 1972....... 35 35 1.6 eeu 106* 110 4.9 Not ow Philadelphia El. Co. Better 
grade. 





Public Service Corp. of N. J. = 
* Perpetual 6% Certificates............... 203 19 3.0 2.9 NC 120 5.0 Secured by pledge stock of subsidiaries. 
Sound holding. 


Public Service Electric & Gas Co. ist & Ref. 





























| Re ers 114 91 3.7 3.5 10414* 108 4.1 High grade. 
*kUnited Electric Co. of N. J. 1st 4s,’49.. 114 18 3.7 3.5 NC 111 3.0 Senior to issue above. Of the highest grade. 
Hudson County Gas ist 5s, 1949. v 11 NC 118 3.4 Very strong bond. 
South Jersey G., El. & Trac. 1st bs, 53... oe 13 WC 113 3.9 Better grade. 
— California Edison . - on { 
SE errr re Pree 13 13 2.5 2.4 1 3.5 , . P ? 
5. SeerRereseinete ete 138 4120 25 24 105° 106 4.5 { Proposing to issue $78,000,000 in 374s. 
e 
Industrials 
Chile Copper Deb. 5s, 1947................ 31 $1 9 ee 101* 89 6.2 In itself, bond is a good one, but general 
‘ copper situation none too favorable. 
Crucible Steel Deb. 5s, 1940............... 13 10 .5 pe 10144* 96 5.9 ST improved. Now reasonably good 
ond. 
General Steel Castings ist “‘A” 514s, 1949... 17 17 def def 10714* 71 9.2 Medium grade. 
Liggett & Myers Tobacco Co. 
IE a ssw haeaodcoss saednsaes 28 13 : 6 I | 15.6 NC 132 2.9 Industrial obligation of the pee grade. 
Deb. 5s, SESS ee error er 28 15 12.4 15.6 NC 120 3.8 Junior to issue above, but still high grade. 
pamreitee & Clothier ist 5s, 1948......... 10 10 1.5 eco 10214° 95 5.4 Caliber improved. Now good grade. 
Ww 0. 
» MI ci 52's io's:d wih .oie. 6 a oie'd.6 i's S500" 46 21 res 10214 103 4.6 \bYear to 10.31.34. Proposing to retire gg 
DRO NNO i os 608 oh Race eeee snes ners 46 25 | 102* 103 4.3 { issues by a new first mortgage at 334% 
Wheeling Steel ist & Ref. (now 1st) “B” 
Cn So ARR Aa er 26 26 4 1.4 102* 93 5.1 Position improved. Medium grade. 
_ Youngstown Sheet & Tube 1st “‘A” 5s, 1978.. 89 89 def def 105* 90 5.6 Medium grade. 








Short-Term Issues 














} Due date 
Armour & Co. (Ill.) R. E. ist 4¥4s.......... 6.1.39 38 Bee Sashes 10214 103 8.7 mn Year to 10.31.34. Good bond. 
Cumberland Tel. & Tel. Gen. 5s............ 1.1.37 15 2.9m 3.0m NC 107 2.5 m Earnings Sou. Bell Tel. assuming co. 
Highest grade. 
Edison Electric Ill. (Bos.) Notes 3s..........11.2.37 71 2.3 2.3 10014* 102 2.5 High grade. 
Phillips Petroleum Deb. 54{s.............. 6.1.39 27 pa 4.7 101* 104 4.1 Position improved. Calling part of issue. 
Texas Power & Light ist 5s................ 6.1.37 25 1.8 ase 105 105 2.4 Of good investment caliber. 
*Third Avenue R. R. Ist 65............00055 7.1.87 5 Sates eae NC 102 4.0 Among the stronger traction issues. 

















t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded and other debt, rent for 
leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, minority 
interest, etc. { An entry such as 105 ’38 means the bond is not callable until 1988 at the priced named. * Indicates that the issue is callable asa whole or 
in part at gradually decreasing prices. ** Our preferences where safety of principal is pred nt consideration. * Our preferences where some slight risk 
may be taken in order to obtain a higher return. § Current yield. E—Estimated. 
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Companies Which Established Record 
Earnings Last Year—And 
How They Did It 


By Stanitey Deviin 


AST year many companies, in 
all industries, enlarged their 
earnings or reduced their deficits. 

Some companies made the best show- 
ing for any year since 1929; but a 
handful of companies made real finan- 
cial headlines by recording a new high 
level of earnings last year. Made in 
the face of increased wages and higher 
raw material costs generally, such an 
achievement is worthy of special cita- 
tion. 

Some dozen companies, identified 
with as many fields of industry, were 
able last year to point with justifiable 
pride to the largest earnings in their 
history, a record accomplished without 
the inflated stimuli of the late lamented 
New Era, and in spite of the obstacles 
which have arisen in the wake of the 
New Deal. The average of all cor- 
porate income last year, while moder- 
ately higher than 1931, was only a 
fraction of the 1929 total and it was 
largely because of special circumstances 
of a highly favorable nature that a few 
companies stood head and shoulders 
above the rank and file. 

The single fact that these companies 
recently made new earnings records 
would naturally commend them to in- 
vestment attention. What then were 
the special circumstances which fa- 
vored these companies? Were they 
more or less permanent or largely of a 
transient nature? Why did they suc- 
ceed so emphatically when others either 
failed or lagged behind? In short, how 
did they do it? 

The roll call of these companies in- 
cludes the following: Archer-Daniels- 
Midland, Coca-Cola, Commercial In- 
vestment Trust, Continental Can, 
Evans Products, Melville Shoe, Home- 
stake Mining, Monsanto Chemical, 
Parke, Davis & Co., Parker Rustproof, 
J. C. Penney and United Carbon. 
There may be one or two others as 
additional reports are made available. 

Of this group, two companies— 
Parker Rustproof and Evans Products 
—were aided by factors of compara- 
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tively recent origin and it can not be 
determined with reasonable certainty 
that they will continue with equal effec- 
tiveness in the months to come. Park- 
er Rustproof specializes in processes 
for the manufacture of rust-proofing 
chemicals, for which the automobile 
and electrical refrigerator industries 
provide the principal outlets. The 
adoption of the company’s processes 
by a larger number of manufacturers 
last year was responsible for the record 
earnings but until the company has 
had a further opportunity to solidify 
its competitive position, the possibility 
that earnings may be adversely affected 
by existing or new processes must be 
recognized. 

A large portion of the business of 
Evans Products last year consisted of 
the manufacture and sale of auto- 
loaders, a permanent built-in device for 
decking and anchoring automobiles in 
freight cars. Replacement, however, 
of this device is negligible and earnings 
from this source are likely to be largely 
non-recurring. 

The outstanding success of Melville 
Shoe and J. C. Penney last year not 
only reflected substantially enlarged 
sales volumes, but, in even greater mea- 
sure, the ability of their managements 
to control costs and conduct a con- 
servative expansion program. Favored 
by a stable demand for fine chemicals 
and with activities enlarged to embrace 
both intermediate and heavy chemicals, 
Monsanto Chemical led the chemical 
industry in reporting the largest profits 
in its history. 

With generous supplies of low-cost 
inventories and aided by a large in- 
crease in the sale of industrial contain- 
ers, Continental Can made a relatively 
better showing than its rival, and lead- 
ing unit in the industry, American 
Can. While the advantage of a favor- 
able inventory position is a temporary 
one, the company’s well defined expan- 
sion program should become increas- 
ingly effective. 

Sales of natural gas by United Car- 


bon set a new record last year, and 
plant and property acquisitions further 
established the company’s position in 
the carbon black industry. While earn- 
ings may be subject to some fluctuation 
in the months ahead, the company 
would seem to be well prepared to de- 
fend its progress against normal 
changes in general business. 

The remaining five companies— 
Parke, Davis & Co., Homestake Min- 
ing, Coca-Cola, Archer-Daniels-Mid- 
land and Commercial Investment Trust 
have been made the subject of more 
detailed analyses. 


Parke, Davis & Co. 


Capping an unbroken dividend of 
56 years, Parke, Davis & Co., last year 
turned in the best earnings performance 
of its long existence, dating back more 
than 67 years. Parke, Davis is one of 
those companies which, year in and 
year out, have plodded along, its oper- 
ations never identified with the spec- 
tacular but consistently showing a 
profit. Even at the depths of the de- 
pression, in 1932, the company was 
able to earn nearly $6,000,000, and 
while that figure was some $2,500,000 
less than previous peak in 1929, it was 
still highly satisfactory and particular- 
ly so when compared with earnings of 
about $2,500,000 in 1920. 

During the past fifteen years, 
through unrelenting research and sales 
efforts, the company has steadily ex- 
panded the scope of its products, and 
through these efforts has undoubtedly 
rendered a genuine service. Parke, 
Davis has long been known as one of 
the leading manufacturers of drug 
products, not patent medicines, but 
pharmaceuticals, biological materials 
and other items used by physicians, 
hospitals and pharmacists. Some 0 
the company’s products are sold di- 
rectly to the public, but most of them 
reach the public indirectly through 
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professional channels. The important 
role played by research in expanding 
the company’s sales and earnings is well 
exemplified in the product, Haliver 
Oil. This product, a prolific source of 
vitamins is a comparatively recent addi- 
tion to the company’s line, but it has 
already made important contributions 
to earnings. 

In addition to having a national mar- 
ket in this country, the numerous prod- 








Earnings Per Share 
1934 1933 Recent Price 


$1.80 $1.41 $38 
* Including Extras. 


Div. Yield 
$1.70* 4.4% 





ucts of Parke, Davis are distributed 
abroad, both in Europe and Asia. Un- 
like many companies associated with 
the drug industry, the company’s ex- 
penditures for advertising are quite 
conservative and are for the most part 
directed toward the medical profes- 
sion. This policy, coupled with its 
reputation for high quality, assures the 
company of invaluable good will, as 
well as the ready acceptance of new 
products developed under its direction. 

The sole capital obligation consists 
of 4,875,124 shares of capital stock. 
Regular dividends at the rate of $1 
annually are paid on the shares which, 
however, received extras totalling 30 
cents a share in 1934, and 70 cents a 
share thus far in 1935. Financial posi- 
tion is such that the company could 
easily afford to pursue a liberal dividend 
policy and a further rise in earnings 
would in all probability be passed along 
to shareholders. Current assets at the 
end of last year, of which more than 
$4,500,000 was in cash, totalled $24,- 
359,874, while current liabilities were 
$6,592,602. 

The company’s extraordinary show- 
ing last year appears to have been the 
harvest of increased sales volume, pro- 
duced by the seeds of new products and 
the fertility of the company’s field. 
That another bumper crop is expected 
this year, is suggested by the current 
level of 38 for the company’s shares. 
This prospect, coupled with the com- 
pany’s excellent record, would seem to 
fully justify the liberal market apprais- 
al accorded the shares. 


Coca-Cola Co. 


In July, 1933, the shares of Coca- 
Cola sold at 93, having previously 
established a low for that year at some 
twenty points under that figure. It 
will be recalled that this was right at 
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the height of the boom in liquor stocks 
in anticipation of the early repeal of 
Prohibition. This same event, reasoned 
many people, would cut heavily into 
Coca-Cola’s earnings and the com- 
pany’s shares were subject to consider- 


able liquidating pressure. Doubtless, 
there were people who actually 
switched to liquor stocks. As things 


turned out, this was pretty poor judg- 
ment. Shortly after, liquor stocks col- 
lapsed and the glamour has long since 
worn off them, while Coca-Cola last 
year reported record-breaking earnings 
and the shares are quoted now around 
$200. 

Literally flaunting the threat of Re- 
peal, Coca-Cola last year earned $12.31 
a share on its common stock, as com- 
pared with previous high level of 
$11.82 in 1931. Furthermore—unless 
the company’s complete report reveals 
factors not now known—its ability to 
achieve a new high level of earnings at 
a time when competition threatened to 
become more intense than at any time 
in the company’s history can be ex- 
plained on conventional grounds. Ad- 
vertising undoubtedly rendered timely 
assistance. The company is one of the 
largest advertisers in the country, 





Earnings Per Share 
1934 1933 


$12.31 $8.82 


Div. Yield 
$8.00 3.5% 


Recent Price 
$200 








spending anywhere from five to six 
million dollars annually to sustain the 
popularity of its product. Also, sales 
last year were stimulated by increased 
employment and larger purchasing 
power, particularly in the South, where 
Coca-Cola has long been the reigning 
favorite among soft drinks. Coca-Cola 
is now sold in more than 75 foreign 
countries and it is reported that sales 
abroad last year were likewise the high- 
est in the company’s history, so that 
obviously the favorable factors were 
not strictly domestic in origin. 

The ability of the company to fulfill 
the promise of equally good earnings 
this year, in view of its demonstrated 
competitive strength, would seem to 
rest largely upon general business con- 
ditions and the cost of raw materials. 
The company consumes upwards of 
175,000,000 pounds of sugar annually, 
so that a rise of one cent in the price 
of sugar would make a difference of at 
least $1.75 a share in earnings. The 
price of sugar has been rising and is 
now selling around its high for the 


year and, while the company has flexi- . 


ble contracts with its bottlers, these do 
not become effective until the price of 


sugar rises above seven cents a pound. 
For the present, however, the company 
will have the benefit of the huge stocks 
of low-cost inventories previously ac- 
quired. 

Preceding the 1,000,000 shares of 
common stock are 800,000 shares of 
class A stock paying $3 annually. Of 
the latter 327,820 were held in the 
treasury, out of which 200,000 shares 
were retired last year. Although an 
extra dividend of $1 augmented regu- 
lar payments last year, the com- 
pany could well afford to increase the 
regular rate again or pay further extras. 
Something of this sort would seem to 
be foreshadowed by the recent sharp 
advance in the market value of the 
shares. Despite the specialized nature 
of the company’s business and the 
single-base earning power, the assur- 
ance of continued profitable operations 
would seem as well founded as in 
many another large business enterprise 
today and the shares may be rated 
a strong contemporary investment in 
earning power. 


Homestake Mining Co. 


When the Government “upped” the 
statutory price of gold from $20.67 
to $35 an ounce, record earnings for 
Homestake Mining were foreshadowed 
some months in advance of the com- 
pany’s annual report. Last year the 
company earned $28.29 a share on its 
stock, after depreciation and deple- 
tion, comparing with $19.94 in 1933. 
The extent to which the company was 
benefited by the 69% increase in the 
price of gold is indicated by the fact 
that total ore milled was only 1,440, 
692 tons by comparison with 1,432,- 
195 tons in 1933, but the average re- 
covery realized per ton was $11.46, 
as against $9 a ton in °33. 

The Homestake mine is the most 








Earnings Per Share 
1934 1933 


$28.29 $19.94 
* Including Extras. 


Yield 
8.0% 


Recent Price Div. 
$375 $30* 





prolific source of gold in the United 
States and despite the fact it has been 
in production since 1877, blocked out 
ore reserves are estimated to be equiva- 
lent to about a ten years’ supply. Up 
to the end of last year, the company - 
had paid out nearly $85,000,000 in 
dividends, or the equivalent of more 
than $335 per share, based on the num- 
ber of shares now outstanding. Divi- 
dends have risen steadily since 1929, 
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when $7 a share was paid, and last 
year the aggregate of regular and extra 
payments to shareholders amounted to 
$30 a share. Disbursements in the cur- 
rent year have been continued at the 
rate of $1 regular and $2 extra, 
monthly 

At the present time there exists no 
basis for believing that there will be an 
early change in the present price of 
gold. While the President is empow- 
ered to raise the price of gold to $41.34 
an ounce, it is considered unlikely that 
he would care to risk the possible loss 
of business confidence which such a 
move would engender. On the strength 
of this reasoning, earnings of Home- 
stake should continue stabilized around 
last year’s level. Rising costs are a 
factor to be reckoned with but for the 
present, at least, earnings seem unlikely 
to suffer any serious dilution from this 
source. 

In the circumstances, there should be 
no change in the company’s liberal divi- 
dend policy. This belief is further 
strengthened by the highly liquid finan- 
cial position shown at the end of the 
year. Current assets of $15,400,000, 
including cash and R F C notes of 
nearly $14,000,000 compared with cur- 
rent liabilities of about $1,550,000. 
With only 251,160 shares outstanding, 
the stock is subject to rather wide fluc- 
tuations marketwise and at 375 earn- 
ings prospects are accorded generous 
recognition. The yield of 8%, on the 
other hand, lends considerable attrac- 
tion to the shares for income, and re- 
flects the factor of depletion present in 
mining properties rather than any un- 
certainty as to the maintenance of the 
present dividend rate. 


Commercial Investment 


Trust Corp. 


Commercial Investment Trust Corp. 
is distinguished as the world’s largest 
independent installment financing or- 








Earnings Per Share 
1934 1933 Recent Price 
$4.61 $3.42 $60 

* Including Extras. 


Div. Yield 
$2.50* 4.1% 








ganization. Last year the net volume 
of receivables acquired by the com- 
pany set a new record, amounting to 
$779,749,248, compared with $475,- 
884,330 in 1933 and with the previous 
peak of $489,544,018 in 1929. Net 
income of $11,643,135 was an increase 
of 56% over 1933 and 27% more than 
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previous high profit level in 1929. 

Installment selling, about which some 
were shaking gloomy heads in the boom 
years, certainly has not proved the 
ruination either of the country or this 
particular company. Both the practice 
itself and this leading financier of it 
have withstood the test of depression 
in remarkable fashion. 

The company’s major activities are 
automobile installment financing and 
textile factoring. The textile industry 
has had a fair measure of recovery, 
the automobile industry even more but, 
nevertheless, nothing like a boom has 
developed in installment buying or any 
other kind of buying. One, therefore, 
must search for special factors enabling 
this company to report record earnings 
under general business conditions de- 
cidedly less than satisfactory. 

One advantage is the fact that the 
company in recent years has diversified 
its activities by expanding into the 
field of textile factoring which has 
made it less dependent upon the ups 
and downs of the automobile industry. 
Another advantage was the company’s 
acquisition in 1933 of the Ford Motor 
Co.’s financing unit, the Universal 
Credit Co. Sales of Ford cars have 
experienced a notable recovery in com- 
petitive trade position, and Henry Ford 
is hopeful of selling 1,000,000 units 
this year. 

Equally important, financial position 
has been bolstered in recent years of 
sub-normal business by a drastic scal- 
ing-down of capital obligations ahead 
of the common shares, such retirement 
leaving a larger share of revenues as 
net income for the common shares. 
Finally, the cost of borrowed money— 
which must figure importantly in this 
business — declined almost steadily 
throughout the depression and is still 
low. Profits on installment financing 
depend not only upon the gross vol- 
ume, but upon the reasonable cost of 
money borrowed for re-lending, as well 
as upon the company’s own capital be- 
ing a substantial part of its total re- 
quirements. Thus the company has 
benefited from its own strong capital 
position, from the availability of cheap 
money and from expanding gross 
volume. 

Ahead of the common stock are 140,- 
461 shares of $6 convertible preference 
stock and $18,461,000 of 514% de- 
bentures, due in 1949. Bank loans, at 
the end of last year, totalled $90,703,- 
913. Giving effect to the 25% stock 
dividend paid last year, there were 
2,345,107 shares of common outstand- 
ing. 

Earnings on the common stock last 
year of $4.61 a share compare with 
$3.42 a share earned on a smaller 
amount of stock in 1933. On the 


basis of these earnings not only is the 
$2 dividend well supported, but they 
would justify a higher rate. An extra 
of 50 cents was paid earlier this year 
and additional extras should be forth- 
coming. With the marked current ac 
tivity in the automobile industry and 
with Ford sales, particularly, substan- 
tially ahead of last year, earnings of 
C. I. T. may well hold around the high- 
ly satisfactory level of last year. On the 
whole, therefore, the premium repre- 
sented in the current price of 60 would 
hardly seem excessive. 


Archer-Daniels- 
Midland Co. 


Net profit of the Archer-Daniels- 
Midland Co., for the fiscal year ended 
June 30, 1934, totalled $2,317,489. 








Earnings Per Share 
1934(a) 1933(a) Recent Price Div. Yield 
$3.81 $1.79 $39 $1.50* 3.8% 


(a) Fiscal year ended June 30. 
* Inciuding Extras. 








This figure set a new high record, ex- 
ceeding appreciably both the 1929 and 
1928 fiscal years, the latter year hav- 
ing previously furnished peak profits. 

Considerable credit must be given 
to fortuitous circumstances for this 
showing. The most important por- 
tion of the company’s business is the 
production and sale of linseed oil used 
in the manufacture of paints, varnishes, 
etc., although pomace, soy bean oil and 
cattle feeds also contribute importantly 
to earnings. For the past eighteen 
months there has been a strong revival 
in the demand for paint, particularly 
from the automobile industry, this 
change for the better being accom- 
panied by higher prices for linseed oil. 
Conducting grain storage operations, 
Archer-Daniels-Midland also has an 
interest in flour milling, owning the 
Commander—Larabee Corp. 

The extent to which the company’s 
inventory policy aided in the restora- 
tion of earnings to new high levels is 
disclosed by a comparison of balance 
sheets. June 30, 1932, virtual bottom 
of the depression, found the company 
carrying inventories of but slightly 
more than $4,000,000. By June 30, 
1933, the inventory item had jumped 
to $12,184,000, accompanied by the 
appearance of $5,250,000 in notes pay- 
able among current liabilities. As of 
June 30, last, inventories had further 
increased to $15,805,000 and _ notes 

(Please turn to page 751) 
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UNION CARBIDE 





Where Diversity Is Strength 


In the “Black” Throughout Depression 


By Warp GATES 


OR example: 
“The products of this group (industrial gases) 
ave used largely in steel manufacturing, metal fabri- 
cating and metal-consuming industries. The volume of 
sales in 1934 is approximately equal to the volume of 1928 
and 1929 when the steel industry, railroads and practically 
every class of user of the Oxweld Process were operating 
at full capacity. While this is due to some extent to in- 
tensive effort in the sale of gas-consuming apparatus and to 
an increased number of customers, it is primarily due to 
the introduction of new uses for the process.” 

Again: 

“This group (organic chemicals) now manufactures and 
sells over eighty synthetic chemicals, eleven of which were 
introduced during the year 1934.” 

Still again: 

“During 1934 the Patent Department filed in the United 
States and foreign countries 428 patent applications and in 
the same period 302 patents were issued to the corporation.” 

Finally: 

“$15,770,034 was expended 
for construction, acquisition 
of new properties and other 
capital purposes. This expen- 
diture was made from current 
assets and no financing was 
required.” 


These several scattered ex- 
cerpts from its 1934 annual 
report serve appropriately to 
introduce to the reader, if 
introduction be necessary, the 
Union Carbide & Carbon 
Corp., an enterprise as mod- 
ern as tomorrow. Since 1917, 
a short period as the history 
of great corporations goes, it 
has been ceaselessly and suc- 
cessfully engaged in ringing 
out the old, ringing in the 
new — new products, new 
processes, new methods. 

Any company can make 
money if it can show its 
customers how to save money. 
That is an elemental business- 
making principle. That is the 
insistent commercial urge be- 
hind research and_ technical 
progress. That is the basic 
function of new products, new 
processes, new methods. 
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Electric Furnace in Operation 


All of which throws revealing light on the record of 
Carbide—a record without a deficit even in 1932, worst 
year of depression; a record of having paid shareholders 
more than $242,000,000 in dividends since the corpora- 
tion was organized a little over seventeen years ago; a 
record of having distributed total dividends in the five de- 
pression years 1930-1934 approximately equal to total pay- 
ments in the five boom years 1925-1929. 

Precisely what is this enterprise and what are the activi- 
ties out of which it has netted some $90,000,000 over the 
past five years of bad to indifferent conditions in general 
business? 

Well, it was born as a well-conceived merger (without 
promotional fees) of the Union Carbide Co., which dated 
from 1898; the National Carbon Co., which had its origin 
in 1881; the Linde Air Products Co., formed in 1907 to 
exploit a German process for extracting oxygen out of 
the air; and the Prest-O-Lite Co., organized in 1913. 

Ensuing years have brought other lesser acquisitions and 
many additions and expansions, so that today the enter- 
prise ranks as one of the larg- 
est chemical companies, al- 
though its business, strictly 
speaking, is only partly in 
chemicals. If a chemical, it is 
certainly one of the most 
diversified in the industry. 

To list all of the products 
and activities of Carbide 
would exhaust far more space 
than is available to this analy- 
sis, and probably would con- 
fuse, rather than enlighten, 
the reader. We will attempt, 
therefore, merely to give a 
bird's-eye view. 

In this and foreign coun- 
tries there are 28 principal 
units of the holding company, 
operating 164 manufacturing 
plants, 90 sales offices and 
1,106 warehouses. The activi- 
ties of the subsidiaries fall 
into four general classes; 
namely, the gas, chemical, 
carbon and electric furnace 
divisions. 

Briefly examining each of 
these general divisions in turn, 
the gas group embraces all 
of the corporation's activities 
relating to gases used in in- 
dustry: the widely-used oxy- 
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acetylene welding and cutting process, oxygen, acetylene, 
nitrogen, rare gases of the atmosphere, welding and cutting 
apparatus and supplies, railroad service, the sale of calcium 
carbide and similar activities. 

Although the company does not report either total sales 
figures or sales of individual products, it is a reasonable 
surmise that in this group the oxy-acetylene welding and 
cutting process is by far the most important profit-maker, 
as well as the source of a goodly share of the holding com- 
pany’s total earnings. In this 
field Carbide shares the dom- 


for motors and generators and carbon specialties for the 
chemical and other industries. 

Foreign plants, power projects, mines and offices are 
variously located in Canada, England, Norway, Sweden 
Italy, France, Belgium, India, China and Mexico. 

In examining only the above brief summary of Carbide’s 
chief activities, the most hardened analyst can only fall 
back—somewhat reluctantly—on the decidedly hackneyed 
word “romantic” in considering the future possibilities of 
this enterprise. 

How can one predict other 














ae — with as Re- than indefinite further devel- 
uction. e uses of oxy- : . opment of synthetic chemi 
acetylene welding and cutting Union Carbide & Carbon Corp. aie 11 an of iD on 
are legion and are steadily chemicals now manufactured 
widening, following perfection Number —_—_ Dividends by Carbide, or more than 
of a method for sale of ntiauad ~_ 13% of its present list, were 
oxygen in liquid form which ha a a at ada nea — first marketed during the past 
leah dae ek dation MS ypixauniacdemnbinsts 5,264 8,265,316 yeat? P 
- coe investment in rigead a ee eet eecaerne re aie Gazing at the recent birth 
a mee SE Gr et tens sneer renee ’ rotted of stai ins; 
carrying it in Pi state. aha at cael _— —— ee, i: : 
To mention but a few uses, _ — —_ automobile and a considerable 
a freight car can be built with 3 gt amc ue — pes niatit list of other products, who 
more than 2,000 fewer parts Bape eh neb Soka deaneh ty antes megeal ee | can prophesy the future scope 
by substituting welding for <a ala a a iain — of our use of metal alloys? 
bolts and rivets; welding is pam ata aa halle seen —s | The steel industry is betting 
widely employed in construc- -- aaa det laa ibaa = ee millions that it will prove a 
tion of pipe lines, machinery, PEED Eabeehsaneneherxereanese aapee 16,235,208 very considerable future. 
automobiles, refrigerators, in ulna cot aaah wegheg wnennantl Can anyone realistically 
fact almost anything in which te pea ai laa aa seine 25,096,736 forecast the as yet but par- 
metal must be joined to metal. gaa ech lt wep epatngiate tially explored commercial ap- 
Oxy-acetylene cutting is used Bema seholste Skewes vrian SebRaEs mapee senstatnstingl plications of such rare gases 
over an enormous range of <0 pagina alt — 900,348 of the atmosphere as argon 
repairs where metal must be Ben Rey hTANGER ah OREmA EHTS _— susthanesie neon, helium, krypton ‘and 
severed and has really given aie sav ceonetaatienses $242,530,918 xenon? The very names un- 
the status of big business to doubtedly are mysterious to 
scrap metals. the average person, as they 


























Carbide’s manufacture of 
synthetic organic chemicals 
reached its first substantial production in 1928 and grew 
out of research into the possibility of manufacturing new 
derivatives from hydrocarbon raw materials. The prod- 
ucts of this group of subsidiaries fall generally into two 
classes: new products made available to industry for the 
first time, and products manufactured synthetically in com- 
mercial quantities for the first time. A now familiar 
example of the first is ethylene glycol, used increasingly as 
an anti-freeze in automobile radiators and marketed under 
the trade name “Eveready Prestone.” This, incidentally, 
has miscellaneous other uses. 

Examples of the second class of products are ethyl 
alcohol, formerly made only by distillation; and methyl 
aicohol, formerly made by wood distillation but now 
made synthetically out of waste gases. 

The electric furnace group manufacture ferro-alloys, 
widely used in the making of all steels and particularly of 
stainless and other special steels; non-ferrous alloys having 
a wide variety of industrial uses, such as “Haynes Stellite” 
and “Hastelloy”; and calcium carbide, which is sold thrcugh- 
out industry and from which the corporation’s Prest-O-Lite 
unit manufactures its compressed acetylene. From this 
group of subsidiaries also come the furnace gases used in 
manufacture of dry ice and synthetic methyl alcohol. 

The carbon products group make a wide assortment of 
consumer and industrial products partly or wholly from the 
various forms of carbon. Consumer products include “Eve- 
ready” flashlights, batteries, dry cells, arc lights, etc. 
Industrial products include carbons for motion picture work 
and projection, searchlights and beacons; carbon brushes 
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are to this writer, though 
most will instantly connect 
neon with those red and blue signs which clamorously com- 
mand one’s eyes on so many shopping streets, even though 
their contribution to neighborhood beauty may be disputed. 
_ Certainly Union Carbide itself, working and experiment: 
ing ceaselessly far out along the outer fringe of present 
scientific knowledge, appears to have almost unbounded 
confidence in its future—a confidence evidenced not in 
words but in action. In these depression years since the 
close of 1929 it has spent more than $72,000,000 out of 
earnings and cash assets on expansion and improvement 
of its facilities. 

Over this period added or expanded facilities include 
those for synthetic ethyl alcohol; for butanol and butyl 
acetate; for the plastic synthetic resins or “Vinylite” prod- 
ucts, all at South Charleston, W. Va.; for all types of 
ferro-alloys at Alloy, W. Va.; for flashlight batteries and 
similar articles at Shanghai and Batavia. The plant invest- 
ments of the past year included construction of a chem- 
ical plant at Whiting, Ind., further enlargement of the 
chemical plant at South Charleston, additions to the plant 
at Alloy, W. Va.; increased facilities for manufacturing 
carbon products at Niagara Falls; further expansion of 
facilities for producing, storing and transporting oxygen, 
acetylene and other gases; as well as a variety of other 
plant improvements, including modernization of equipment 
and properties. 

Carbide’s guiding philosophy—the philosophy on which 
continuing capital investments are being made and will be 
made—is aptly summarized in the following extract from 
the last annual report of President Jesse J. Ricks: 
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“The substitution of new commodities throughout in- 
dustry, the changes in established processes and the com- 
petition between products, require constant scientific 
vigilance and alertness if balanced earnings are to be 
maintained. There must be a continuous search for new 
products, new processes and new uses for existing products 
to offset a possible decline in earnings resulting from a 
lesser demand for present manufactured products.” 

In short, the products that Carbide sells today will 
not necessarily or even probably be the products it will 
sell tomorrow. But whatever they may be, the above 
record suggests rather strongly that it will be able to 
produce and sell plenty of them—and with profit. 

To this end, two extensive research laboratories have 
been recently consolidated in a new and enlarged research 
and development laboratory at Niagara Falls. ‘To this end, 
also, the management is continuously engaged in engineer- 
ing and economic studies, as well as maintaining an open 
mind to projects and proposals from outside experts. 

Having distributed to shareholders approximately 88% 
of aggregate net earnings of nearly $90,000,000 during 
the past five years, while at the same time spending $72,- 
000,000 for capital purposes, it necessarily follows that 
this program has had some effect upon the treasury position. 

Cash items shown by the balance sheet at the close of 
1934 totalled approximately $20,410,000, as compared with 
$68,312,000 at the close of 1929. This difference, how- 
ever, can easily be misleading if one fails to look behind 
it, for the 1929 figure did not reflect the normal cash 
needs of the corporation but, in fact, was swollen by the 
carrying over of a major unexpended portion of the sum 
of $53,077,000 raised for capital purposes during 1929 by 
issuance of additional stock. 

In other words, the abnormally 
heavy cash position built up in 
1929 was intended for expansion 
of facilities and was so used. 
more illuminating comparison 
shows that the company’s present 
treasury position, in respect both 
to cash items and net working 
capital of some $62,000,000, is 
stronger than it was at the close 
of 1928, 1927, 1926 and 1925, 
years in which no important fi- 
nancing was undertaken. 

So examined, the Carbide 
financial position is seen to have 
been maintained in impressive 
fashion and to be entirely ade- 
quate to the corporation’s needs. 
Since conservative policies both 
as regards current maintenance 
and depreciation reserves have 
been adhered to—preserving the 
properties at a high level of efh- 
ciency—there is considerable jus- 
tification for continuance of a 
relatively liberal dividend policy, 
even though it is to be doubted 
that as a regular thing 88% of 
earnings will be distributed, as 
they were on an average during 
the past five years. Last year’s 
distribution to the common stock 
—$11,700,000, against $9,000,000 in 1933—was a trifle 
less than 58% of earnings, evidently reflecting the manage- 
ment’s belief that a moderate strengthening of working 
capital position was desirable. 

Carbide’s capitalization is both simple and conservative, 
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consisting of 9,000,743 shares of no par value stock, pre- 
ceded only by $8,930,000 in funded debt of subsidiary 
companies and $6,896,300 in preferred stocks of subsidi- 
aries. Relative to total assets of $311,931,000, of which 
$221,497,000 represents the valuation at which fixed pro- 
perties are carried, the above obligations ahead of the 


‘ capital stock are inconsequential. 


Such is the picture. What does it mean in terms of 
the stock’s attraction, at current levels, to potential pur- 
chasers, either for speculation or investment? 

Well, one can only observe that no matter how good 
the pie, what one gets out of it depends in not inconsiderable 
measure upon the number of pieces into which it has been 
cut. This particular corporate pie has been cut into 
9,000,743 shares, held, at the close of 1934, by 53,217 
stockholders. That does not compare with the much 
larger share totals of such companies as General Motors or 
General Electric, but it does tend to make Carbide a some- 
what sedate performer in the market place, at least under 
present conditions. The range this year, for example, has 
been between a high of 49 and a low of 44, the quotation 
at this writing being 46. 

Incidentally, this open market price of 46 per share puts 
the market’s appraisal of the company’s total worth at 
around $430,000,000, or more than $115,000,000 more 
than the balance sheet states it. In view of the record 
sketched above, this premium is a natural one and is in 
line with the market premium usually placed on leading 
chemicals. Since Carbide carries patents, trade marks and 
good will at only $1 and since all are of great value to an 
enterprise in this line of business, it would seem that the 
balance sheet understates the position, rather than the 
stock market overstates it. 

On a per share basis, 1934 
earnings were $2.25, as compared 
with $1.57 in 1933, 98 cents in 
1932, the low year, and record 
high of $3.94 in 1929. Thus the 
stock is priced at around 20 
times last year’s earnings and at 
46 yields slightly less than 3.48% 
on the current $1.60 dividend. 

Finally, it must be taken into 
account that Carbide’s particular 
activities are considerably less 
subject to governmental policies 
affecting labor and material costs 
than the great majority of other 
industries. This inherently fa- 
vorable circumstance undoubtedly 
plays some part in the relatively 
high estimate placed upon the 
issue by the market. Consider- 
ing this, the company’s excellent 
long-term prospect and the cur- 
rent low level of money rates, it 
would be presumptuous to argue 
that the prevailing quotation of 
46 is too high and the dividend 
yield of 3.48% too low. 

Nevertheless the company is 
sufficiently subject to general 
business conditions and the stock 
to the prevailing market trend to 
suggest a balance of probability 
justifying deferment for the present of new commit- 
ments, both for speculation and investment. Barring un- 
expectedly severe market deflation, however, it is to 
be doubted that reaction will put it much above a 
4% yield basis. 
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acetylene welding and cutting process, oxygen, acetylene, 
nitrogen, rare gases of the atmosphere, welding and cutting 
apparatus and supplies, railroad service, the sale of calcium 
carbide and similar activities. 

Although the company does not report either total sales 
figures or sales of individual products, it is a reasonable 
‘surmise that in this group the oxy-acetylene welding and 
cutting process is by far the most important profit-maker, 
as well as the source of a goodly share of the holding com- 
pany’s total earnings. In this 
field Carbide shares the dom- 


for motors and generators and carbon specialties for the 
chemical and other industries. 

Foreign plants, power projects, mines and offices are 
variously located in Canada, England, Norway, Sweden 
Italy, France, Belgium, India, China and Mexico. : 

In examining only the above brief summary of Carbide’s 
chief activities, the most hardened analyst can only fall 
back—somewhat reluctantly—on the decidedly hackneyed 
word “romantic” in considering the future possibilities of 
this enterprise. 

How can one predict other 
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Carbide’s manufacture of 
synthetic organic chemicals 
reached its first substantial production in 1928 and grew 
out of research into the possibility of manufacturing new 
derivatives from hydrocarbon raw materials. The prod- 
ucts of this group of subsidiaries fall generally into two 
classes: new products made available to industry for the 
first time, and products manufactured synthetically in com- 
mercial quantities for the first time. A now familiar 
example of the first is ethylene glycol, used increasingly as 
an anti-freeze in automobile radiators and marketed under 
the trade name “Eveready Prestone.” This, incidentally, 
has miscellaneous other uses. 

Examples of the second class of products are ethyl 
alcohol, formerly made only by distillation; and methyl 
a.cohol, formerly made by wood distillation but now 
made synthetically out of waste gases. 

The electric furnace group manufacture ferro-alloys, 
widely used in the making of all steels and particularly of 
stainless and other special steels; non-ferrous alloys having 
a wide variety of industrial uses, such as “Haynes Stellite” 
and “Hastelloy”; and calcium carbide, which is sold thrcugh- 
out industry and from which the corporation’s Prest-O-Lite 
unit manufactures its compressed acetylene. From this 
group of subsidiaries also come the furnace gases used in 
manufacture of dry ice and synthetic methyl alcohol. 

The carbon products group make a wide assortment of 
consumer and industrial products partly or wholly from the 
various forms of carbon. Consumer products include “Eve- 
ready” flashlights, batteries, dry cells, arc lights, etc. 
Industrial products include carbons for motion picture work 
and projection, searchlights and beacons; carbon brushes 
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are to this writer, though 
most will instantly connect 
neon with those red and blue signs which clamorously com 
mand one’s eyes on so many shopping streets, even though 
their contribution to neighborhood beauty may be disputed. 
_ Certainly Union Carbide itself, working and experiment: 
ing ceaselessly far out along the outer fringe of present 
scientific knowledge, appears to have almost unbounded 
confidence in its future—a confidence evidenced not in 
words but in action. In these depression years since the 
close of 1929 it has spent more than $72,000,000 out of 
earnings and cash assets on expansion and improvement 
of its facilities. 

Over this period added or expanded facilities include 
those for synthetic ethyl alcohol; for butanol and butyl 
acetate; for the plastic synthetic resins or “Vinylite” prod- 
ucts, all at South Charleston, W. Va.; for all types of 
ferro-alloys at Alloy, W. Va.; for flashlight batteries and 
similar articles at Shanghai and Batavia. The plant invest- 
ments of the past year included construction of a chem- 
ical plant at Whiting, Ind., further enlargement of the 
chemical plant at South Charleston, additions to the plant 
at Alloy, W. Va.; increased facilities for manufacturing 
carbon products at Niagara Falls; further expansion of 
facilities for producing, storing and transporting oxygen, 
acetylene and other gases; as well as a variety of other 
plant improvements, including modernization of equipment 
and properties. 

Carbide’s guiding philosophy—the philosophy on which 
continuing capital investments are being made and will be 
made—is aptly summarized in the following extract from 
the last annual report of President Jesse J. Ricks: 
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“The substitution of new commodities throughout in- 
dustry, the changes in established processes and the com- 
petition between products, require constant scientific 
vigilance and alertness if balanced earnings are to be 
maintained. There must be a continuous search for new 
products, new processes and new uses for existing products 
to offset a possible decline in earnings resulting from a 
lesser demand for present manufactured products.” 

In short, the products that Carbide sells today will 
not necessarily or even probably be the products it will 
sell tomorrow. But whatever they may be, the above 
record suggests rather strongly that it will be able to 
produce and sell plenty of them—and with profit. 

To this end, two extensive research laboratories have 
been recently consolidated in a new and enlarged research 
and development laboratory at Niagara Falls. To this end, 
also, the management is continuously engaged in engineer- 
ing and economic studies, as well as maintaining an open 
mind to projects and proposals from outside experts. 

Having distributed to shareholders approximately 88% 
of aggregate net earnings of nearly $90,000,000 during 
the past five years, while at the same time spending $72,- 
000,000 for capital purposes, it necessarily follows that 
this program has had some effect upon the treasury position. 

Cash items shown by the balance sheet at the close of 
1934 totalled approximately $20,410,000, as compared with 
$68,312,000 at the close of 1929. This difference, how- 
ever, can easily be misleading if one fails to look behind 
it, for the 1929 figure did not reflect the normal cash 
needs of the corporation but, in fact, was swollen by the 
carrying over of a major unexpended portion of the sum 
of $53,077,000 raised for capital purposes during 1929 by 
issuance of additional stock. 

In other words, the abnormally 
heavy cash position built up in 
1929 was intended for expansion 
of facilities and was so used. A 
more illuminating comparison 
shows that the company’s present 
treasury position, in respect both 
to cash items and net working 
capital of some $62,000,000, is 
stronger than it was at the close 
of 1928, 1927, 1926 and 1925, 
years in which no important fi- 
nancing was undertaken. 

So examined, the Carbide 
financial position is seen to have 
been maintained in impressive 
fashion and to be entirely ade- 
quate to the corporation’s needs. 
Since conservative policies both 
as regards current maintenance 
and depreciation reserves have 
been adhered to—preserving the 
properties at a high level of efh- 
ciency—there is considerable jus- 
tification for continuance of a 
relatively liberal dividend policy, 
even though it is to be doubted 
that as a regular thing 88% of 
earnings will be distributed, as 
they were on an average during 
the past five years. Last year’s 
distribution to the common stock 
—$11,700,000, against $9,000,000 in 1933—was a trifle 
less than 58% of earnings, evidently reflecting the manage- 
ment’s belief that a moderate strengthening of working 
capital position was desirable. 

Carbide’s capitalization is both simple and conservative, 
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consisting of 9,000,743 shares of no par value stock, pre- 
ceded only by $8,930,000 in funded debt of subsidiary 
companies and $6,896,300 in preferred stocks of subsidi- 
aries. Relative to total assets of $311,931,000, of which 
$221,497,000 represents the valuation at which fixed pro- 
perties are carried, the above obligations ahead of the 


‘ capital stock are inconsequential. 


Such is the picture. What does it mean in terms of 
the stock’s attraction, at current levels, to potential pur- 
chasers, either for speculation or investment? 

Well, one can only observe that no matter how good 
the pie, what one gets out of it depends in not inconsiderable 
measure upon the number of pieces into which it has been 
cut. This particular corporate pie has been cut into 
9,000,743 shares, held, at the close of 1934, by 53,217 
stockholders. That does not compare with the much 
larger share totals of such companies as General Motors or 
General Electric, but it does tend to make Carbide a some- 
what sedate performer in the market place, at least under 
present conditions. The range this year, for example, has 
been between a high of 49 and a low of 44, the quotation 
at this writing being 46. 

Incidentally, this open market price of 46 per share puts 
the market’s appraisal of the company’s total worth at 
around $430,000,000, or more than $115,000,000 more 
than the balance sheet states it. In view of the record 
sketched above, this premium is a natural one and is in 
line with the market premium usually placed on leading 
chemicals. Since Carbide carries patents, trade marks and 
good will at only $1 and since all are of great value to an 
enterprise in this line of business, it would seem that the 
balance sheet understates the position, rather than the 
stock market overstates it. 

On a per share basis, 1934 
earnings were $2.25, as compared 
with $1.57 in 1933, 98 cents in 
1932, the low year, and record 
high of $3.94 in 1929. Thus the 
stock is priced at around 20 
times last year’s earnings and at 
46 yields slightly less than 3.48% 
on the current $1.60 dividend. 

Finally, it must be taken into 
account that Carbide’s particular 
activities are considerably less 
subject to governmental policies 
affecting labor and material costs 
than the great majority of other 
industries. This inherently fa- 
vorable circumstance undoubtedly 
plays some part in the relatively 
high estimate placed upon the 
issue by the market. Consider- 
ing this, the company’s excellent 
long-term prospect and the cur- 
rent low level of money rates, it 
would be presumptuous to argue 
that the prevailing quotation of 
46 is too high and the dividend 
yield of 3.48% too low. 

Nevertheless the company is 
sufficiently subject to general 
business conditions and the stock 
to the prevailing market trend to 
suggest a balance of probability 
justifying deferment for the present of new commit- 
ments, both for speculation and investment. Barring un- 
expectedly severe market deflation, however, it is to 
be doubted that reaction will put it much above a 
4% yield basis. 
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Will the Break in Tin Prices Affect 


Tin Plate and Can Manufacturers? 


T is a good story, whether true or 
not; and if true, then Napoleon 
had the misfortune to become fa- 

mous for the wrong reason. 

A century or more ago, it is told, 
the French military genius, faced with 
the problem of feeding troops far 
afield, offered a prize for a good method 
of preserving foods; and it was won by 
the inventor of a metal container cov- 
ered with tin. 

We do not know the name of that 
pioneer father of the tin can, nor the 
identity of the benefactor of mankind 
who produced the first can opener that 
would work, but certainly both did 
more for the world than Napoleon. 

Today the lowly, but most conven- 
ient, tin can is the foundation of a great 
and profitable industry. Moreover, 
the history that it is now making is 
even more interesting than its origin. 
It takes the full force of acute and 
protracted depression to show in piti- 
less light the real hold of an industry 
on the consumer’s pocketbook. In the 
list of those withstanding this test, the 
tin container business stands very close 
to the top—an outcome which, so far 
as this writer knows, none gave much 
thought to in the good old days when 
every stock seemed good; or in the 
depressed months of 1932 when no 
stock was thought to be worth much 
more than a dime. 

Consider the following striking testi- 
monials to the dynamic quality of this 
industry : 

The quantity of steel going into 
metal containers reached an all-time 
high in 1933 at 2,300,000 tons, more 
than double the 1922-1924 average; 
and last year’s volume of 1,900,000 
tons exceeded the 1928-1930 average. 

The 1934 earnings of American 
Can, largest manufacturer of tin con- 
tainers, were only a trifle less than in 
1928, were substantially larger than 
average profits from 1923 through 
1928 and were importantly exceeded 
only in 1929 and 1930. 

Last year profits of the lusty runner- 
up, Continental Can, established a 
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Prospects for 


American Can 
Continental Can 
McKeesport Tin Plate 
National Steel 

United States Steel 


By H. F. Travis 


new all-time high, more than 19% 
above the previous high, which was in 
1929. 

The much smaller McKeesport Tin 
Plate Co. had to be satisfied with profits 
equal to only some 75% of the record 
high of 1930, but higher than its aver- 
age earnings for the five years 1925- 
1929. 

If one gazes along the road that tin 
follows from the mines in various for- 
eign countries, through the tin plate 
mills, through the container-making 
plants and on to the ultimate consum- 
er, it will be readily observed that the 
above three prosperous companies are 
closest to the ultimate consumer. 

And when we move backward along 
this road the picture becomes steadily 
more complicated and, incidentally, 
smacks less and less of big profits. The 
largest maker of tin plate is United 
States Steel and the second largest is 
National Steel. The best that can be 
said for the former is that without tin 
plate—only one of its wide assortment 
of products—its consolidated deficits 
of recent years, and its probable 1935 
deficit, would be larger. In the case 
of National Steel, tin plate is material- 
ly sweetening the profits which this 
company makes so largely out of the 
sale of steel to the motor industry, but 
these two money makers together fall 
short of returning profits equal to the 
corporation’s previous highest mark in 
1930, first full year of its operations, 
following merger in 1929 of the Weir- 
ton Steel Co., Great Lakes Steel Corp., 
and certain subsidiaries of M. A. Han- 
na Co., of Cleveland. 


Going yet further back to the raw 
material itself, the outlook has been 
clouded by recent price uncertainties: 
to wit, a break in the London price— 
which is the world price—from a long- 
maintained level around 52 cents a 
pound down to 46 cents, following col- 
lapse in several exciting commodity 
speculations in London, the relapse in 
tin, even though relatively moderate, 
giving rise to conjecture regarding the 
status of the international cartel which 
controls tin production and of its first 
cousin, the “buffer” pool whose func- 
tion is to “manage” the world market 
for tin. For a time it was wondered 
whether the cartel, long regarded as 
the most successful commodity control 
device ever set up, was not on the 
verge of folding up, as have all other 
such previous schemes. London was 
filled with rumors that the “buffer” 
pool was in difficulties. All of which 
necessarily would have some relation to 
the tin plate and tin can business here, 
since we are by far the world’s largest 
consumer of tin. 

Now right here we must digress for 
a moment to observe that the tin cartel 
and its pool have never been given to 
loquacious public discussion of their 
affairs; nor, for that matter, have our 
two dominant can makers ever been 
exactly garrulous. 

In interpreting current develop- 
ments in tin, therefore, one must rely 
on a few facts and various surmises. 
Fact No. 1 is that the market for tin 
currently is firmer, 2 cents a pound 
above the recent low. Surmise No. 1 
is that the tin cartel is not in imminent 
danger of collapse; that it “buffer” 
pool either was able to weather the 
squall or got potent help from London 
banks; and, finally, that the difficulty 
probably originated not with this pool, 
but with one or more other pools un- 
associated with the cartel and organ- 
ized not to make a market but to make 
profits. 

Surmise No. 2 is that tin’s present 
net decline of 4 cents from the price 
previously regarded as stable will not 
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result in any nearby change in the 
price either of tin plate or of tin cans. 
The reason for this guess is that, by 
coincidence, the tin plate makers and 
the can makers are both of the view 
that it is good business for all con- 
cerned to change the price as infre- 
quently as possible. The present price 
of tin plate has been in effect since 
the start of 1934. Under the NRA 
code, the formula calls for announcing 
changes quarterly, but the habit has 
usually been to change them no more 
than once a year, whereupon the can 
makers could contract, in turn, with 
their customers for a year ahead. The 
price regarded by all hands as “official” 
is that formulated at infrequent in- 
tervals—usually after the close of the 
crop canning season—by the American 
Sheet & Tin Plate Co., a subsidiary of 
United States Steel. 

Price, of course, is a highly com- 
plicated matter in these days when so 
many seem to believe it better to sell 
a small quantity of goods at a high 
price, than to sell more at a low price. 
It is a cock-eyed theory even in appli- 
cation to purely domestic products, 
but, obviously, makes no sense at all 
when applied to tin, which we have to 
buy from foreign countries exclusively. 
On the face of it, a lower price must be 


in our favor. 
The primary concern of the process- 
er of any raw material is not price, 


but margin of profit. On the record, 
the steel industry ap- 
pears to believe in 
maintaining prices and 
to hold that this policy 
is most conducive to 
desired profit margins, 
even though its deficits 
of recent years do not 
lend much support to 
the idea. Certainly as 
long as tin is purchased 
at present lowered 
prices and made into 
tin plate at present un- 
changed prices, the 
margin of the tin plate 
makers will be ex- 
panded, other factors 
being equal. Yet the 
industry will have good 
reason to postpone ac- 
tion until it can arrive 
at a clearer conception 
of the real significance 
of the recent upset in 
the tin market. If the trend of tin 
proves to be downward, tin plate will 
assuredly follow in due course. 

As for the can makers, the present 
outlook appears to be generally favor- 
able, even though, just on a hunch, one 
may readily doubt that the year 1935 
will produce any such gain in profits 
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as the two leading manufacturers ex- 
perienced last year. This year began 
with a small carry-over of canned 
goods, which is favorable; but crop 
prospects at this season can not be 
accurately forecast, which means also 
that the ultimate volume of the 1935 
food pack can not be forecast. 

In general line containers for indus- 
trial products—which make up a big- 
ger percentage of American Can’s 
business than that of Continental Can 
—the industry enjoys a favorable long- 
term trend, especially in the increas- 
ing exploitation of canned motor oils. 
Yet this factor is secondary to the 
trend of general business activity, 
which has been at a relatively satis- 
factory level during the first quarter 
but is an unknown potentiality for the 
balance of the year. It is anyone's 
guess whether total 1935 business ac- 
tivity will equal, moderately exceed or 
fall below that of 1934. Upon the 
answer will largely depend the year’s 
sales of general line cans. 

American Can’s 1934 report com- 
ments as follows on its inventories: 

“The inventories were carefully tak- 
en and valued on the same basis as 
heretofore, namely, a normal stock of 
tin plate at pre-war prices and the re- 
mainder at the lower of cost or 
market.” 

The first part of this policy—the 
“normal stock” method with inventory 
carried on the books at considerably 





under the prevailing market—is de- 
signed to offset the adverse effects of 
declining prices for raw materials. The 
second part—‘“the remainder at the 
lower of cost or market”—would seem 
to have a place in the picture only 
when the company believes the price 
of tin plate is going up. Otherwise, 


unless the management had reason to 
anticipate a very marked increase in 
sales, there would be no point in carry- 
ing more than “normal” inventory. 

Anticipating the increase in tin plate 
prices which took effect at the start of 
1934, this company stocked up heavily. 
The balance sheet as of December 31, 
1933, showed inventories at $31,332,- 
292, more than double the figure at 
the close of 1932 and also substantially 
larger than at the start of 1930, the 
corporation’s most prosperous year. 
At the end of 1934 inventories had 
been reduced to $24,185,552; and dur- 
ing the year cash had increased from 
less than $9,000,000 to more than 
$21,000,000. While sales volume for 
1934 increased only 6% over 1933, 
profits increased 27%. 

In short, this company cashed in 
nicely on an abnormal inventory posi- 
tion and has now pared down that 
position to or toward what it regards 
as “normal”, building up its cash in 
the process. In contracting for tin 
plate on a yearly basis—the usual pro- 
cedure—and in basing the price of 
cans directly upon the price of tin 
plate, the company has, together with 
its “normal stock” inventory policy, a 
double protection against declining 
prices. On the other hand, there ap- 
pears to be scant prospect of a rise in 
tin plate under present conditions, 
which means that American Can ate 
this particularly sweet bit of cake in 
1934 and will have to 
rely upon more prosaic 
fare this year. 

Continental Can 
presents much the same 
inventory picture, the 
annual report stating 
that “profits in 1934 
were substantially in- 
creased through the 
consumption of raw 
materials purchased at 
favorable prices in 
1933 in quantities in 
excess of normal for- 
ward purchases.” The 
report also shows a 
special reserve of 
$500,000 set aside to 
apply against “possible 
inventory price decline 
or other  contingen- 
cies.” At the year 
end, however, inven- 
tories were virtually as 
large as at the close of 1933, although 
cash items had increased by more than 
$6,360,000. 

In the case of the smaller McKees- 
port Tin Plate Co., inventories do not 
figure similarly in the picture, for this 
company is both a manufacturer of tin 

(Please turn to page 752) 


735 























Net Worth Down; Earnings Up 


Some two years ago, a sweeping 
revaluation in the property account of 
United Fruit, in which $50,945,000 
was written off, permitted the company 
to make a substantial saving in depre- 
ciation costs. Last year depreciation 
and loss on fixed property totaled 
$9,869,000 as compared with $13,835,- 
000 for the same items in 1930. The 
difference in these two figures was 
equivalent to about $1.30 a share. 
Now Borden Co. proposes to reduce 
the par value of its stock from $25 to 
$15, in order to permit a write-off 
in properties and goodwill aggregating 
$28,955,448. This, according to offi- 
cial estimates, will permit a reduction 
of $900,000 annually in depreciation 
charges. Many other companies fol- 
lowing similar practices, today have a 
net worth of less than half of what it 
was in 1929, so that larger earnings in 
their case may not necessarily reflect 
a relative improvement in 


For Profit 
and Income 


is a company, which, despite many 
rate reductions, continues to pay a divi- 
dend of $3.60 a share on the com- 
mon — more even than was paid 
in the pre-depression years of 1928 and 
1929—while the stock currently sells 
right as its high for the year at more 
than $60 a share. 


* * k 
Anaconda Cuts Fixed Charges 


In 1929 Anaconda Copper retired 
all of its direct funded debt of more 
than $104,000,000 and effected an an- 
nual saving of about $8,000,000 in 
interest and sinking fund charges. 
Funds for this operation were provided 
by the sale of 2,165,010 shares of stock 
at $55 a share. Bank loans at the end 
of 1929 totalled $35,000,000. In the 
ensuing years of depression, the cop- 
per industry was one of the most 
drastically effected, and by the end of 
1932 Anaconda had been forced to 

















more than double its bank borrowings 
to $70,500,000. While this was a 
heavy burden to carry through a period 
of very lean operations, it was consid- 
erably easier than a funded debt of 
more than $100,000,000 would have 
been. With the improved conditions 
in the copper industry last year, the 
company was able to reduce bank loans 
$10,348,880 to $59,549,120 and sub- 
sidiary bonds in the amount of $3, 
226,000 were retired. Cash increased 
nearly $6,000,000 last year and inter- 
est and discount totalling $4,763,370 
was nearly $1,000,000 less than in 1933. 


Improvement in a Line 
That Counts 


General Electric’s bookings for the 
first quarter of this year were higher 
than in any similar quarter since 1931. 
There were in the neighborhood of 
$50,000,000 which compares with 

slightly morethan $38,000,- 








business volume. 


* * * 


A Utility Among 


political agitation and 
sniping which has been 


Kroger Grocery & Baking...... 
Libbey-Owens-Ford Glass..... 


Coming Dividend Meetings 


April 12 Regular 40 cents. 
April 17 Regular 30 cents. 


| 000 in the first quarter of 
| 1934. The significance of 
this handsome increase in 
business booked lies not 


when one finds any im- 
provement in this field, 


Approx. Probable Action ¢ eh i ik : 
Utilities | hited’ 0 a so much in the fact that a 
; | American Chicle.............. April 18 Regular 75 cents. large part of it undoubt- 
The majority of even | American Tobacco............. April 24 Regular $1.25. edly was for lighter ap- 
the better utility stocks i) Peper namie ces See Se OR an see paratus, but that some of 
have had a “doggy look Caterpillar Tractor............ April 16 More than usual 25 cents. it actually was for heavy 
marketwise over the past | INI an 5 nk cnnine cease April 22 Regular $2.00. machinery. The dearth 
few months. Nor has this ete edhe April 38 Regular 50 cents. of heavy construction of 
b eae ie | General Baking............... April 16 Usual 15 cents. all kinds is Ne the ove 
een surprising 1n view PR oes cb ccnesnsaces April17 Regular 45 cents. sees Inds 1S Teal y the crux 
of the vast amount of | Ingersoll-Rand................ April 24 Usual 50 cents. of the depression, so that 
| 


ied Liggett & Myers Tobacco...... April 17 Regular $1.00. ch A 
carried on throughout the GMMUES. 0 ....55:....; Apcil 17 Regular 69 cents. however small, it is an im- 
country. There is at McIntyre Porcupine........... April 18 Regular 50 cents. provement that really 
least, however, one util- Monsanto Chemical........... April 23 More than regular 25 cents. counts. There have been 


ity stock which has been 


National Power & Light........ 
Norfolk & Western...... ...... 


April 18 Regular 20 cents. 
April 23 Regular $2.00. 


some purchases of new 


more or less impervious Owens-Illinois Glass.......... April 17 Regular $1.00. equipment by _ utilities, 
to the influences that have Phillips Petroleum............ April 24 Usual 25 cents. and government construc’ 
mired its contemporaries. Pillsbury Flour................ April 23 Regular 40 cents. tion programs have swelled 
The issue is common stock Gherwin-Witioms............- Apr 26 Reguiar'T6 conte. the company’s orders. The 
f th Cc lidated Gas Sun DEL ceackbabedveksessncs April 22 Regular 25 cents. rehabilit ti ‘ 
or the onso ’ United Gas Improvement...... April 24 Same as last, 25 cents. ation program in 


Electric Light & Power 





the steel industry also has 
been a factor. 
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Taking the Pulse of Business 





—Present Activity to Taper Off 


mon Stock Index to 

show any enthusiasm 

over an advance of the Busi- 
ness Activity to new highs 
for the recovery speaks elo- 
quently of widespread dis- 
satisfaction among business 
men and investors with the confused and impractical atti- 
tude at Washington toward the nation’s crucial business 
problems, and reflects doubt that recovery can proceed much 
longer without a set back of more than seasonal magnitude. 
It is even quite possible that the customary indexes of busi- 
ness activity, which tend to emphasize production of heavy 
goods while according inadequate recognition to the output 
and sales of consumers’ goods, may be at present exaggerat- 
ing the amount of improvement in total business volume 
throughout the country. Some support to this conjecture 
is afforded by the unfavorable comparison made by retail 
sales in March compared with the corresponding month of 
1934. On the other hand we find that check payments, 
which cover practically every business activity, show that 
the physical volume of business in March amounted to about 
85% of the 1923-5 average, a figure which is the best since 
last summer and within less than a point of the highest 
level yet reached since the banking holidays two years ago. 
In appraising the second quarter’s business outlook one 
must consider that April retail sales this year are likely to 
compare about as favorably with April last year as March 
sales were unfavorable, owing to the circumstance that 
Easter falls on the 21st, whereas last year it came three 
weeks earlier and so boosted the March retail sales. Against 


Pe es 0s of our Com- 


—Uncertainty Still Persists 
—Raw Materials Stronger 
—Motors at Production High 
—Oil Outlook Better 


this must be weighed the 
curtailment in many lines of 
industry which are certain to 
take place during the second 
quarter. In the cotton tex- 
tile industry a ten weeks 
output curtailment of 25% 
went into effect on April 2; 
soft coal mines, whose feverish output in anticipation of 
labor trouble has swelled carloadings, are likely to reduce 
operations soon; since the present wage agreement has been 
extended to June 16, and stocks accumulated by the steel 
mills and railroads are far beyond normal for this season 
of the year. Automobile production will reach its peak 
before long and plants will shut down almost completely 
around midsummer in preparation for the early introduc- 
tion of fall models. Uncertainty over the 30-hour bill and 
hopes of lower prices have already brought considerable 
slackening in the food and steel industries. Our excess of 
exports over imports in February was the smallest for any 
like month since 1923, and further recessions are likely in 
consequence of the economic warfare now raging through- 
out the world. Belgium’s 28% devaluation of her currency 
is of course equivalent to a like ad valorem duty on her 
imports and a bounty on her exports, and this may be fol- 
lowed during the summer by Switzerland and Holland; 
though France, in putting out a new issue of gold coins, 
evidently plans to resist further devaluation as long as pos- 
sible. Since devaluation is only one of many possible 
weapons in modern economic warfare, however, the effect 
of a break up in the gold bloc may not depress prices here 
so much as might be expected. As a matter of fact our Raw 
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Material Price Index has turned upward rather sharply 
during the past fortnight, in response to extensive dust 
storms through the wheat belt, announcement that the 
Government plans to continue its efforts to hold up cotton 
prices, the agreement to curtail foreign production of cop- 
per, further output restrictions imposed by the international 
rubber and tin cartels, and feverish war preparations in 
Europe. 

With no change in the Cost of Business Credit since our 
last issue, all groups and classes of corporate bonds have 
drifted lower, with especial weakness in the rails induced 
by disappointment over the granting of only half the freight 
rate increases requested and by announcement of plans to 
reorganize the St. Paul. U. S. Government's received sup- 
port; but foreign government bonds have been depressed by 
weakness in foreign exchange rates. 


The Trend of Major Industries 


STEEL—Uncertainties as to the future status of the steel 
code have caused further recession in the steel ingot rate to 
around 45% of capacity; though there is as yet little evi- 
dence of any diminution in the pace at which steel products 
are being consumed. As mill stocks are being drawn upon 
continuously and the automobile industry is still deferring 
heavy purchases for its May and June requirements, some 
speeding up of operations should be witnessed before many 
weeks have passed. Increases in freight rates recently 
granted to the railroads amount to 2 cents a pound on cer- 
tain forms of finished steel and on pig iron. In some dis- 
tricts higher tariffs on iron ore, coal and coke will raise pig 
iron costs by 50 cents to $1 a ton. This burden can not be 
passed along to customers until the third quarter; but 
possibilities of price increases at that time may induce con- 
siderable anticipatory buying of finished products during 
the present quarter, and so enable mills to operate on a 
more satisfactory basis. 


METALS—-Silver has crossed 61 cents since our last 
issue and prospects favor further gradual appreciation. 
Foreign producers whose current output amounts to 750,- 
000 tons of copper annually, or more than 75% of total 
foreign primary production, have just agreed to curtail out- 
put by 33% for three 


PETROLEUM—Though crude output continues to ex- 
ceed the Federal allowable and hot oil shipments by motor 
truck show a tendency to increase again, the fortnight ended 
March 30 witnessed the first decrease in gasoline stored 
that has been reported since last November. Thus the usual 
rise in spring demand for motor fuel appears to have set in 
a month earlier than last year. Some see in this a harbinger 
of better business conditions—especially for the refiners, 
who rejoice in recent stiffening in the retail price for gaso- 
line in certain districts. 


RAILROADS—Net operating income of Class I roads 
in February was 22% lower than a year ago, in the face of 
a 2% increase in gross. Higher costs and wages account 
for the poor comparative showing. The recent increase of 
$85,000,000 in emergency freight charges will little more 
than offset the $80,000,000 rise in wages which went into 
effect on April 1. Moreover, part of the freight rate in- 
crease on coal will be paid by the carriers from one pocket 
into another. 


RUBBER—The international rubber cartel has unexpect: 
edly reduced export quotas for the remainder of the year 
by about 68,000 tons, equivalent to more than a full month’s 
consumption in the United States. It is now expected that 
surplus stocks during the current year will be reduced about 
170,000 tons, to 500,000 tons, the lowest inventory since 
1930. This action has brought about a sharp rally in crude 
prices here, and may forestall a threatened cut in tire 
prices. 


AUTOMOBILES—April production of cars and trucks 
is expected to be around 440,000 units, the highest since 
May, 1930. Output of 103,300 units during the last week 
of March was the largest for any single week in history; 
but prices afford little profit. 


Conclusion 


Though March has closed with the physical volume of 
business at the highest level in two years, and the lateness 
of Easter this year promises unseasonally heavy retail sales 
in April, the weakness in our Common Stock Index serves 
as a reminder that the 
customary seasonal re- 
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(An unweighted index of weekly closing prices; compensated by stock dividends, splitups, 
and rights, and covering about 90% of the volume of transactions in all Common Stocks 
listed on the New York Stock Exchange.) 
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Oct Nov 





Business Indexes Common Stock Prices Index 
1934 Indexes a: : i “1935 Indexes _ x 
- a Number —— 
&é High Low Close of Issues (1925 Close—100) High Low Mar. 23 Mar. 30 Apr. 6 
< 71.2 45.0 54.6 288 COMBINED AVERAGE... 56.4 43.0 45.4 44.5 47.0 
Z 105.7 44.2 87.0 6 = Agricultural ——— .. 88.1 66.7 69.7 66.8 69.8 
z 42.3 20.2 27.1 6 samen -- a .. 27.1 17.8 19.4 18.3 18.8 
° 58.9 35.2 55.5 13 ries.... 57.4 44.6 47.9 47.1 49.9 
= 24.9 11.8 14.2 13 praesent Ean 16.8 8.8 9.9 8.8 10.1 
= | 92.5 43.6 60.1 5 Aviation (1927 Cl. —100).. 60.1 41.3 47.9 44.3 47.1 
i ae 2.7 . 9:8 3 Baking (1926 Cl.—100)..... 9.2 7.9 8.3 7.9 8.1 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 201.0 184.9 186.1 187.6 198.0 
[ 136.0 100.0 131.6 4 Business Machines........ 133.4 113.7 116.6 113.7 118.3 
S 229.5 178.9 227.5 BY AON es sie oo oie eed ch dei 244.7 226.1 235.9 240.2 243.6 
3 210.5 134.3 167.2 A er 169.9 144.6 149.1 150.6 154.6 
« 37.2 22.1 28.8 16 Construction.............. 81.4 22.6 23.8 23.5 24.7 
= ' 70.1 40.1 43.8 We Ne See ece's yo bee: . 47.2 35.7 38.6 41.5 44.6 
| 37.0 25.7 32.0 2 Dairy Products............ 38.1 27.5 28.2 27.5 29.3 
26.8 16.4 21.2 8 Department Stores........ 22.0 16.1 3.3 16.1 17.0 
ie 84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 57.1 68.4 58.9, 59.9 
u 91.3 59.1 78.7 3 Electric Apparatus......... 82.1 70.1 72.7 72.2 75.5 
4 211.2 103.8 211.2 2 Finance Companies........ 233.2 211.2 220.9 221.4 (224.7 
g ! 64.0 51.1 58.3 We BI oe oon <ceayicc 59.3 51.8 52.5 51.8 54.0 
m7 71.1 55.1 55.7 4 Food Stores........... 56.4 46.5 48.0 46.6 46.5x 
2 568.8 36.2 45.4 3 Furniture & Floor Coverings 45.4 32.1 33.9 32.1 33.4 
4 1372.0 1106.0 1164.9) 8 Gold Mining........... .. 1204.5 1062.4 1147.4 1140.4 1120.3 
| 35.6 25.1 35.6 56 H hold Equip t..... 87.9 35.3 35.6 35.6 36.9 
31.8 19.3 20.8 4 Investment Trusts......... 20.8 17.0 17.2 17.2 18.5 
Fe 295.5 164.0 247.0 3 Liquor (1932 Cl.—100)..... 273.9 231.0 231.0 245.0 254.0 
” 53.4 34.2 44.2 S Wee... 668s .. 44.7 36.0 37.4 36.3 38.5 
q 88.6 51.9 62.0 3 Meat Packing 62.2 41.6 448 43.5 41.6x 
v 160.1 117.4 127.8 11 Metal Mining & ‘Smelting. . 131.3 109.4 118.4 113.3 116.5 
2 86.8 52.0 58.2 ae ee eee 60.2 61.3 53.2 53.2 67.5 
of 25.0 15.2 21.0 3 Phonos. & Radio (1927-100) 21.0 15.9 16.1 16.7 17.1 
3 72.8 32.1 34.8 18 Public Utilities............ 34.8 23.0 29.4 30.2 34.8 
Zz 66.2 34.9 43.9 8 Railroad en Recess 43.9 29.3 30.7 29.5 31.8 
62.0 24.5 25.8 25 — sens SST BS TS BS MS 
l 15.9 60 8.8 55 6 as cows assure 8.9 5.2 5.6 5.2 6.4 
4 50.2 28.9 41.6 Be I esas 4.805608 43.4 28.5 32.9 31.4 32.6 
77.0 42.0 64.4 pe rr 57.4 37.6 40.2 39.0 40.4 
31.3 20.4 22.2 SNS eee 26.2 21.1 28.5 223.9 323.9 
214.0 131.5 143.2 MT SEMIN ors 4 wcacoa wise pipies sase's 143.2 125.0 128.8 126.4 130.6 
; 70.3 40.2% 45.2 3 Telephone & Telegraph. . 45.56 34.2 36.1 35.7 38.1 
> 65.8 37.5 47.8 RE 560.4 34.7 37.4 34.7 36.0 
Ee 14.6 7.6 9.0 5 Tires & Rubber........ es 9.3 6.1 6.6 6.1 6.3 
88.6 66.5 84.7 _— eee 28 Bs st ws wes 
g!7 73.5 43.5 65.0 We I sive c'n0d aos cule csares's 66.8 51.0 52.2 61.8 654.7 
ap 275.5 43.6 258.2 3 Variety Stores............. 258.2 219.7 225.5 222.9 219.7x 
= x—New LOW this year. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








INLAND STEEL CO. 


It seems to me Inland Steel should 
be making a better showing marketwise 
in view of its imcreased earnings. Do 
you think its present action anticipates a 
dull summer? Do you look for a divi- 
dend increase this April?—I’. A.. Pasa- 
dena, Calif. 


Inland Steel Co. is the sixth largest 
steel producer in the country and in the 
important Chicago district ranks sec- 
ond. Its products include all classifica- 
tions of steel excepting pipe and wire 
products, its major outlets being the 
automobile, building and railroad indus- 
tries. For the twelve months ended 
December 31, 1934, the company re- 
vealed a net income of $3,730,332, 
equivalent to $3.10 a share on the capi- 
tal stock, compared with $166,693, or 
13 cents a share in the preceding year. 
It has been estimated that for the ini- 
tial quarter of 1935 the net profits ex- 
ceeded the 92 cents a share earned dur- 
ing the first quarter of 1934, indicat- 
ing that the quarter earnings may have 
been the largest enjoyed by the com- 
pany in five years. The company’s 
strong financial position is shown by 
the fact that as of December 31, 1934, 
current assets, including $4,634,908 
cash and_ marketable _ securities, 
amounted to $23,007,143 and current 
liabilities were $3,391,886. This com- 
pared with cash and marketable securi- 
ties of $4,247,446, current assets of 
$20,599,202 and current liabilities of 
$6,108,948 at the end of 1933. While 
the demand for its products during 


the coming summer may fall off some- 
what, the company stands to benefit 
materially from any increase in orders 
for structural as well as other “heavy” 
steels and rails. On March 26, as a 
matter of fact, it was reported that 
Chicago & Northwestern Railway 
placed an order for 7,000 tons of rails 
with Inland. While an immediate in- 
crease in the dividend is not looked 
for, it can be seen from the foregoing 
factors, that the financial position of 
the company was materially strength- 
ened last year, and consequently if the 
larger profits anticipated this year are 
forthcoming, the company should be in 
a position to increase its dividend 
payments. 


LOOSE-WILES BISCUIT CoO. 


What do you think of the further pos- 
sibilities in Loose-Wiles now that it ts 
selling 17 tunes last year’s earnings? Do 
you think the recently-increased prices of 
its products will bring greater earnings? 
af you advise holding?—L. C., Chicago, 


Loose-Wiles Biscuit Co. ranks as the 
second largest company of its kind in 
the country, manufacturing a wide 
variety of crackers and biscuits which, 
for the most part, are distributed in 
package form. Rapid strides have 
been made since its formation in 1912, 
both in regards volume of sales and 
location of plants. A number of well 
established organizations were acquired 


during recent years, but this expansion 
was financed either out of earnings or 
through an exchange of stock. Re 
stricted public purchasing power, con: 
current with the depression, found al- 
most immediate reflection in a trend to 
ward the cheaper line of crackers manu 
factured. Since profit margins on the 
latter are naturally well below those on 
the more expensive “fancy” lines, per: 
share earnings on the common stock 
declined from a high of $4.88 in 1929 
to $2.04 in 1932. Generally increased 
employment and more liberal spending 
power in 1933 led to an expansion in 
earnings to the equivalent of $2.74 a 
share for that year. The earnings re: 
port for 1934, however, clearly reveals 
the difficulties which companies in the 
baking industry had to meet in the 
form of increased raw material and 
labor costs. Thus, for the year ended 
December 31, 1934, Loose-Wiles re’ 
ported. net income of $1,324,388, equi- 
valent, after allowing for dividend re 
quirements on the 7% preferred stock, 
to $2.06 a common share, as compared 
with $1,679,842, or $2.74 a share on 
the common stock for the previous 
year. Financial condition of the or 
ganization is excellent, as revealed in 
the balance sheet dated December 31, 
1934, when current assets of $8,263, 
981, including cash alone of $1,394, 
650, compared with current liabilities 
of $1,185,774. The company has no 
funded debt outstanding, and the 522,’ 
600 shares of common stock are pre’ 
(Please turn to page 745) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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| WITHOUT OBLIGATION | 
| EVERY READER OF THE MAGAZINE | 
| OF WALL STREET IS INVITED TO 
| TAKE ADVANTAGE OF THIS OFFER 


4€ Send us a list of your security holdings, together 
with a brief outline of your market objectives, 


status of your account and capital available. 


q After careful consideration, we shall send you 
our review of your portfolio—advising you defi- 
nitely which issues should be closed out and 
which should be retained. This preliminary survey 
may be the means of materially strengthening 


your account. 


q@ Further, we shall include our current weekly bulle- 
tin giving our latest recommendations and sug- 
gest a market program under the direction of 
The Forecast, to be in keeping with your personal 


aims and working funds. There is no obligation. 


THE INVESTMENT AND BUSINESS FORECAST 


OF THE MAGAZINE OF WALL STREET 


90 Broad Street a Cable Address: Tickerpub New York, N. Y. 





SUCCESSFULLY GUIDING INVESTORS AND TRADERS FOR OVER’ SIXTEEN YEARS 
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OPENING AN ACCOUNT 
Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(isHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


























BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


EGULAR quarterly 
dividends have been de- 
clared by the board of direc- 
tors, as follows: 
Preferred Stock Series A 87%4c 
per share 
Common Stock 37}4c per share 
Both dividends are payable 
April 30, 1935 to stock- 
holders of record at close of 
business April 15, 1935. 


E. A. Batey, 
Treasurer. 




















COLUMBIA 
GAS & ELECTRIC 


CORPORATION 
April 4, 1935 
TH Board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 34, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 24, $1.25 per share 
Convertible 5% Cumulative 
Preference Stock 
No. 13, $1.25 per share 
payable on May 15, 1935, to holders of 
record at close of business April 20, 1935. 
How anp H. Pett, Jr., 
Secretary 

















ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 

March 26, 1935 

Allied Chemical & Dye Corporation has declared 

quarterly dividend No. 57 of One Dollar and Fifty 
Cents ($1.50) per share on the Common Stock 
of the Company, payable May 1, 1935, to com- 
mon stockholders of record at the close of busi- 


ness April 9, 1935 
W. C. KING, Secretary. 











New York Stock Exchange } p 
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1933 1934 1935 
A “High Low. High Low. High Low 
rasa Ash asasaaee one 80% 3454 1334 45144 655g 3534 
BURG SPREE TD 055.355 sa sssinenes 69 1614 6414 241% 8744 1914 
B 
Mattimnnd BMI. 25. ss ons c cues 87% 844 3416 34 15 744 
Brooklyn-Manhattan Transit........ 414 21% 44% 2844 444% 3614 
c 
| 20% 1% 1814 10% 1334 9% 
Chesapeake & Ohio................ 4912 2454 4854 3916 453g 387% 
C. M. & St. Paul & Pacific.......... 1134 1 816 2 3 yy 
Chicago & Northwestern............ 16 14 15 314 654 254 
D 
Delaware & Hudson............... 9334 875% 7316 35 43144 231% 
Delaware, Lack. & Western......... 46 1744 333¢ 14 19% 11 
E 
PRORURUES fan scubecchGy cs dens au nes 2534 334 247% 93% 14 1% 
G r. 
Great Northern Pid................ 3334 4% 3216 1214 1734 954 
H 
Hudson & Manhattan.............. 19 6% 12% 4 6% 234 
I 
od 5034 814 387% 1354 174% 916 
Interborough Rapid Transit......... 1834 4% 17% 564% 16% 834 
K 
Kansas City Southern.............. 247% 6% 1934 654 834 334 
L 
fo eee tre 2734 85% 214 914 114 5 
Louisville & Nashville Sipanaene awe 674 214% 6214 3734 47\4 34 
M 
Mo., Kansas & Texas.............. 17% 534 147; 4% 64 254 
ED IID Ss 5.5 0.40 one tosees 104% 6 1! 3 1% 
N 
New “es (Oa gee eee 5814 14 4514 18 %% 2134 1214 
N. Y., N. H. & ——-- Seu Shieanie 34% 11% 241; 6 814 2% 
Norfolk & Western .. ER 2 f 111% 187 161 175 158 
ee 3474 954 3614 1416 21% 13% 
P 
PR sbawnses hace saasuere.s 424 1334 39% 2014 25% 174 
R 
REMAN civic vino esa coLSKsseceeeus- 6214 2314 56 34 351% 43144 29% 
Ss 
SE, Tpwie-eh PLAN ...... 6. veces ce csin 9 % 454 1% 2 a. 
co a ee 3834 11% 3334 14% 19\% 1254 
Bowie MANWR «0... 2... cccccsees 36 4% 3614 11% 16% 1% 
= 
DERE ROI So cass ace sknecesecss 43 15 4314 1314 2534 15 
PR cock cckoksaceawes eed sx 132 6114 1337; 90 111% 82% 
Western Maryland................. 16 4 174% 7% 9% 614 
e e 
Industrials and Miscellaneous 
1934 1926 
A High Low High Low 
oe TY oh 60 10314 73 3314 28% 
ge Sees 113 9134 11534 104% 
SS arr 11% 23% 1654 20% 155, 
Allied Chemical & Dye............. 160%, 115% 141 25 
Allis Chalmers BMifg........cscccess 233% 10% 17% 12 
Jo 3 Se ee ee 6554 39 57 4816 
Amer. Agric. Chemical _— >. 7 48 254% 5734 425% 
American Bank Note. ‘ 8 254% 11% 21% 13% 
JO eee 0 114% 9044 123 110 
EO 3 eee 83% 12 20144 10 
American & Foreign Power.......... 1334 3% 5% 2 
Amer. International Corp........... 15 ¥ 11 4% 6% 4% 
Amer. Power & Light............... 124% 3 3% 1% 
Amer. Radiator & S.S.............. 1754 10 164% 10% 
Amer. Rolling Mill................. 2814 1314 24 1534 
Amer. Smelting & Refining.......... 51 1 3044 40% 315% 
Amer. Steel Foundries.............. 2644 10% 1844 12 
Amer. ow ge a See 72 46 7046 65544 
ee CS Wo eee 125% 100% 107% 98% 
Amer. Tob. B.. Aye aye 89 67 865 7434 
Amer. Water Works & Elec... ....... 434% 275% 1254 14% 71% 
Amer. Woolen Pfd ................ 8334 86 9% 4% 
Anaconda Copper Mining........... 5 17% 10 12% 8 
ee SS 6 Be oe ne 6% 38% 6% 3% 
Atlantic Refining......1.2.22222121! 354% aig 25%4 2134 
Ne as eae atin bed bbeees 573 16% 293%; 15 
ren 1034 33% 654 3 
B 
Baldwin Loco. Works.............. 17% 3% 16 4% 63 14% 
RN ne Ss nsieia wie oie & 5244 34% 4534 23 445 87% 
Beatrice Creamery..............+++ 27 7 1934 104% 19 1534 
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1933 1934 1935 
B High Low High Low High Low 
Beech-Nut Packing...............- 10% 45 1654 8 18 72 
Bendix Aviation Gnas siseweleets 314 &% a7 9% 4) un 
ARE Oe COs sine nonce cccccccsccecsece 4, 
ce Tan er 494 10% 494 24% 34% 3 % 
RnR NNISMANIRTINIL so 0.5 16 a yi a'g.ss'e'ec6'9'0'0 584 9% 6834 yy 59% 4934 
eee COMDAUT:. 6. .5055s cece cces's 87% 18 2844 19% 2534 = 21 
Borg Warner........+-.s0+seeeeeee Hr 4 a5 H+) = = 3 rir) 
riggs Mfg.....ccccsessseccccccees 4 4 4 (3 
eee Mepers Se a re 4014 25 8744 26 364% 314% 
Burroughs Adding Machine......... 20% 6% 193 10% 15% 18% 
Byers & Co. (A. M.)...........-00- 4314 8% $234 1334 205g 11% 
Cc 
wen Ye | 3434 134 44% 1834 4246 36% 
Canada Dry Ginger Ale............. 41% ™% 29% 12% 1654 834 
OS EE eerie 10314 3014 8634 35 63 4534 
Caterpillar MEINE pigscsdisisie apusie Go secu 2934 6% 8834 23 44 36% 
ee err errr ree 58% 4 44% 17% 353g 195 
Cerro de Pasco Copper RE ET er 44% 5% 446 304% 7 3854 
CRAEDORIEO NOOLD 6-536) x:0:0:0.0:-0.4's 80:s,0:0 14] 14% $4 oon or 4 
SERGE warrantee eae § 4 
ten ce. “rrttt''"" 995% ggig 46116 © 951g 202%; 161% 
Colgate-Palmolive-Peet. . Pore | * § 18% 93% 184 16% 
Columbian Carbon................. 71% 23 174% 58 7934 867 
Colum. Gas & Elec..............0- 28% 9 1914 65% 73; 3% 
Commercial — Pena a needa eeu 19% Ps if 18% os ao 
ee or oe: bh | ae “a 34 4 74 
Commercial Solvents..............+. 5714 9 3634 1534 23% 17% 
Congoleum-Nairn.............. oe ae 1% 353% 22 84% 27 
Consolidated Gas of N. Y........... t4, . pits, 19% 23% wt: 
rovecciag ESS Ee "40% = 1% GGG 956 
Continental Can,Inc................ 78% 3514 641% 5634 7314 6234 
Continental Insurance.............. 3614 10% 364 2334 34 287% 
UIIRIRPIEINE IR Ga fig nc ss: sae aya ato 0.0:8.0 1954 4% 2234 1534 194 15% 
Corn Products Refining............. 90% 453% 8414 551% 68 62 
pre COT ORL 6 560.00 cscs cece 65 144% 86% 1834 28 2344 
eee eee 591% 2034 5254 37 474 41 
Cutler-Hammer, Inc................ @1 4% 21% 11 20° 16 
D 
SNE RIM ira rose chau tok 4 sean ss 49 534 34% 10% $1 2234 
SUMNSRENEL NIUE 5 5:5 o sa 6:00 e169. o0 oe 2914 17% 28% 21 2934 26% 
ERG ND SS occa edger sleidc #0010 p0% 3914 12 464% 32 4144 341% 
IND MES 56450 <0 4068s v0e5s 18% 1014 28% 144% 2434 17% 
Du Pont de Nemours............... 96% 32} 103% 0 9944 865% 
E 
Eastman Kodak Co............ sss a 46 11614 79 1234; 110% 
Eg a eee ee eee 27% 10 31% 15 29 1924 
Elec. Power & Light................ 15% 3% 95 24 3 ? 1} 
Electric Storage Battery............ 64 21 52 34 4946 39 
Endicott Johnson Corp...... : .. 68% 26 63 45 604% 5234 
F 
Fairbanks, Morse & Co............. 114% 2% 1834 7 y 24146 17 
Firestone Tire & Rubber............ 31% 9% 2514 13% 18% 13% 
First National Stores............... 7034 43 694 53 56 46 
Foster Wheeler Corp............... 23 4 22 84% 174% 9% 
ke 8 are 12 17% 844 1314 8% 
Freeport Texas Co........ ca .. 49% 16% 5034 21% 26 174% 
G 
General Amer. Transpt.......... . 484% 1334 4354 30 3814 3256 
GRETA DARIN <5 occ cecccccscases.s Me 10% 14% 6% 9% 7% 
General Electric........ ore |) 10% 2534 16% 2514 20} 
Cemoral POOES.. 2... cc cece ees .. 89% 21 36% 28 3544 3244 
CPOMOTAL DEMIS o.5o sss cca cs oe’ s2, 3514 6414 51 65144 59% 
General Motors Corp............... 3534 10 42 2456 3414 2654 
General Railway Signal...... wee. 49% 1314 45%4 23% 30_ 1554 
General Refractories... .. vac) or 214 233, 10% 19% 16% 
Pr Safety Razor....... 201% 1% rs) aa ts: ans 
(ES a eee ere 334 3% % 8 3% 
Gold Dust Corp:................... 87% 18 23 16 18 14% 
Goodrich Co. (B. F.)......... .-. 21% 3 18 8 11% 7% 
Goodyear Tire & Rubber. . 5 sont” 94% 413% 1814 26% 1534 
Great Western Sugar..... os 41% 7 3514 25 31% 265% 
H 
Hercules Powder Co..... .. 685 15 8154 59 775% 71 . 
Hudson Motor Car. ..... .-. 16% 3 2414 6% 1254 64 
TIONS DEORE ORE Soicueiccccsccaseces 894 1% 14 1% 37% % 
I 
Industrial Rayon............ oa ieee ee 3214 19% 33 2436 
Ingersoll-Rand.............+- -sie'e ae 194% 1234 49\4 70% 6016 
Inter. Business Machines........... 15314 7534 = 1b4 131 161}, 14914 
SA eee 40 6% 3734 18%% 33 22% 
Biter. FIACVester. oo. oc oc ce ss sing.) ae 1354 46% 234% 43% 34% 
ster. US eee eee ie .. 23% 634 294 as wy) a! 
per. Tel. & Tel... .. 2134 5% 1734 % A % 
J 
te co oe Se — 23 6714 33 57. 49 
ohns-Manville.......... cos nee 124% 66°34 39 5734 38% 
Kelvinator.............. Siew DISS 3% 214% 115 181% 145% 
Kennecott Copper... —F cegte: 734 23% 16 183g §=61334 
Kroger Grocery & Baking... .. 855% 1414 335g 2314 2854 2314 
Lambert Co...... Ae sade Liscsee 41% 19% 813, 224% 2844 26 
Lehman Corp FG cea 793% 3716 78 68144 743, 671% 
Libbey- Owens: Moiessks ci secccaes SOR 434 437% 2214 3234 216 
Liggett & & Myers Tob. B..... iss 98¥G  M8%G 111% TAs 10934 a 
had St Le ee Sere 8146 3 4% 4e 4 
fesse Wiles Bis io eee HH) 10% ais prt! rts: rth, 
rillard oy eT an 4, % % 2 
“M 
MMC ANUP OMG , icicles. cess cvicees 46% 13% 4134 22 284% 2034 
Macy (R. The Beara ics crlg cagsecot NE 2444 621% 3514 4444 304% 
Mathieson Alkali.......-...--...-- 4654 14 4054 23% 32 2334 
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What 12 Stocks 
Do Experts Favor? 


| geet the past four weeks the stock 
recommendations of leading financial 


authorities have centered about 12 issues. 


The names of these favored stocks, the 
prices at which they are recommended, and 


the number of services which have advised 


their purchase are given in the current 

UNITED OPINION Bulletin. 
Experience has shown that stocks recom- 

mended by three or more financial experts 


almost invariably show better than average 


appreciation. 


Bip introduce to you the UNITED 
OPINION method of stock forecasting 
—so successful during the past 14 years— 
we shall be glad to send you without obliga- 
tion this list of 12 outstanding stocks—a 
list available through no other source. 


Send for Bulletin W. S. 14 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. N re Boston, Mass. 


Complete Investment 

















and 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 











MCCLAVE & Co. 


MEMBERS 
New York Stock Exchange 
/ New York Cotton Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 
Telephones HAnover 2-6220 














| STOCKS — BONDS 
| COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 
Cash or Margin Accounts 
Inquiries Invited 


J. A. Acosta & Co. 


Continuing the business heretofore 
conducted under the name of 


SPRINGS & CO. 
Members New York Stock Exchange and 
other leading exchanges. 


60 Beaver St. New York 














—_ Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir&@. 


Established 1898 
Members New York Stock Exchange 


39 Broadway ___New York 
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Dividends and Interest 











March 28, 1935 


Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of seventy-five cents per share upon 


the common stock of the company payable 
May 1, 1935, to all common stockholders of 


record at the close of business April 15, 1935. 
Checks will be mailed. Transfer books will 


not 


be closed. This is the twenty-seventh 


consecutive dividend on General Mills com- 


mon 


i (Signed) KARL E. HUMPHREY, 
Treasurer. 





WHY NOT 
NOW? 

















PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 77 


A quarterly cash dividend for the 
three months’ period ending March 
31, 1935, equal to 142% of its par 
value, will be paid upon the Com- 
mon Capital Stock of this Com- 
pany by check on April 15, 1935, 
to shareholders of record at the close 
of business on March 30, 1935. 
The Transfer Books will not be 
closed. 

D.H. Foore, Secretary- Treasurer. 


San Francisco, California. 

















BRIGGS | 


MANUFACTURING 
- COMPANY . 
Dividend on Common Stock 


' 
' 
| 
Directors of Briggs Manufacturing ! 
Company have declared a regular | 
quarterly cash dividendoffiftycents 
($.50) per share on the outstanding | 
non-par value stock of the company, | 
payable April 25, 1935, to stockhold- | 
ers of record at thecloseofbusiness 
April 10, 1935. \ 











LOEW’S INCORPORATED 


“THEATRES EVERYWHERE’ 
April Sth, 1935 


HE Board of Directors has declared a 
quarterly dividend of $1.6244 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company. payable on 
the 15th day of May, 1935 to stockholders 
of re ord at the close of business on the 30th 
day of April, 1935. Checks will be mailed 
DAVID BERNSTEIN 


Vice-President & Treasurer 
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GENERAL 
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<< 4 27th Consecutive 
Common Stock Dividend 
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1932 1933 1934 Last Div'd 
A A ee Sale $ Per 
M High Low High Low High Low 4/3/35 Share 
RY POOR, NOE soos c is veces cvescce 33 934 4534 30 44 35% 87% 1.60 
McIntyre, Porcupine............... 48% 18 5016 30% 453%; 365% 4314 2 
McKeesport Tin Plate.............. 9534 44\% 95% 79 100% 90% 9744 4 
Miesta Machine Co.......cccccccces 21 7 3434 20% 32 241% 291% 1K 
Monsanto Chemical................ 83 25 9644 39 60% 655 5914 1 
ee Ee Seer rrr 28% 8% 3554 20 30% 21% 23 
N 
IT on ww ccccciccencccee 27 11% 32 125% 19% 11 11 1 
a 6054 3144 49 25% 304 22% 2234 2 
National Cash Register............. 2354 5% 2354 12 18% 138% 138% 50 
Mational Deiry Prod... ...cecseee 2534 10% 18% 13 17% 12% 1374 1.20 
PUNE SRUNEEIOES 5 6 0.5.0 c0cwcccesces 35% 20% 315 16 29144 245% 26324 2 
OEE eee 140 434 170 135 16844 145 153 5 
National Power & Light............. 20% 6% 154% 65% 7% 4% .80 
. | ea 55% 15 5814 3414 5014 40% 4134 1Y 
by oe | eee 2314 6% 2834 11% 284% 18% 2034 Za 
SE NOES wings ns'socwascsians 38% 17% 45% 30% 36% 3034 3454 {2 
ET Le) a re 36% 124% 25% 104% 13% 9 12% 1 
Oo 
Otis Hlevator..........2seessee0. -. 25% 10% 193% 12% 155 11% 11% 60 
SOE MUL RUONOD oes niae-cs cone es oss 9634 3114 94 60 9034 80 8415 4 
P 
Pacific Gas & Electric. 31% 15 2314 12 rg] 17% 18% 17% 1% 
Pacific Lighting.... . 43 #8 22 37 2034 2334 19 2344 2.40 
Packard Motor Car. 6% 134 65% 4 5% 84 38% sé 
Paramount Publix. . 2% 5% 1% 44% 24% 25% 
Penney (J. C.)........ . 56 19% 74 yy 74 57% 60 
Pomick & Bord... .....cccceces ... 60% 5 7 4456 70 6414 67% 8 
Phelps Dodge Corp................ 18% 4h 18% 1314 164% 1234 14 {15 
err ree 1834 434 2034 1334 164 1334 164% 1 
Pillsbury Flour Mills............... 2214 944 3434 1844 338% 31% 31 1.60 
ee CO ae 4744 195% 44% 383% 495, 42% 45% 1\% 
Public Service of N. J........ seats 67% 32 45 25 274% 20% 25 2.80 
a Sees 58% 18 59% 35% 62% 41% 41% 3 
R 
Radio Corp. of America............. 12% 3 9% 4% 5% 4 4y 
Radio-Keith-Orpheum.............. 5% 1 44% 1% 254 1% 1% iy 
Raybestos-Manhattan.............. 2054 5 23 1444 21 16% i174 1 
eee 114% 2% 138% 6 114 8 8 me 
US aera 23 4 2634 10% 15% 9 10% i 
Reynolds (R. J.) Tob. Cl. B......... 5414 264 6334 $934 615g 48% 45% 3 
Ss 
Safeway Sires. .....22-.scccsccces 623% 28 57 3814 46 37% 87% 3 
Schenley Distillers. . eS 22 387% 17% 284% 22 24% ee 
Sears, Roebuck & Co. an 124% 614% $1 40% 31 83% .75 
oo} eee . 7% 1% 9 4% 9% 754 8% Ke 
Shattuck (F. G. . 183% 534 18% 634 9% 1% 8% 25 
Shell Union Oil. : 115g 4 11% 6 1% 5% 6% a 
Socony-Vacuum Corp 17 6 19% 124 14% 11 12% .60 
So. Cal. Edison....... 28 14\% 221% 10% 144 «105% 144 1% 
Spiegel May Stern Co. 21% z 7634 64 79% 43% 47 < 
Standard Brands.... 375% 1334 254% 17% 19} 14% 14% 1 
Standard Oil of Calif 1914 42% 2646 823g 2734 30 1 
Standard Oil of Ind..... ise e Asis 3234 2314 2536 23 23% 1 
LS EE LCE & Oh Seer san 2224 501 3914 4316 3534 37% "1 
Ce 2 ne ry 63 4534 6646 4734 643, 5834 624% 3.80 
EEE. ces sacs iseasae rns 11% 2% 105% 4 94 654 7% = 
ND I WORE so 50.c cece cheese 1944 5% 13% 8% 2% 34 
T 
DUGER EMD icc scabies asco annakee 30% 10% 293% 1954 215 16% 18 1 
pe errr 4514 1544 4314 3634 29% 29% 2 
eS ee Se CO 11% 3% 143% 8 10 1% 
Timken Roller Bearing............. 3514 1334 41 24 3634 282% 293% 1 
Tri-Continental Corp. .............. 834 234 634 334 1% 4 
< 
Underwood-Elliott-Fisher 3944 9% 5874 36 6134 5334 5414 2 
Union Carbide & Carbon. 51% 1934 50% 35% 49 44 464% 1.60 
Union Oil of Cal. 2336 8% 204% 11% 16% 14% 16% 1 
United Aircraft. Bais a 1544 8% 15% 9% 34 si 
United Carbon. 38 104% 50% 35 5334 46 50% 2.40 
United Corp..... . 14% 4 8% 2 3 1% 2% os 
United Corp. Pfd............... .. 40% 22% 87% 2144 29% 20% 25 <i 
SRI 0.05. csis bss enieie 4000's 68 2334 77 59 8234 715% 80 8 
United Gas 3 cap eens ee re seca 25 13% 20% 114 12% 9% 11% 1 
CS Saree 5314 18 6144 3444 53% 4044 41% 1 
U. S. Industrial Alcohol............. 94 1344 6434 32 4544 35% 37 2 
SSR YY 3 eer 22% 6% 33 1544 22 14% 1534 50 
0, IN cas occa se bacuy sce 00ces 25 2% 24 11 174% 9% 10% - 
U. S. Smelting, Ref. & Mining...... 105% 134 141 965 1244 96 97% 6 
Se reer 6746 23% 59% 29% 404% 27% 284 =f 
yo | | (Rae See ere 10534 53 9914 6744 94 7354 76% 2 
Vv 
Vanadium Corp...cccccs-sccccccce 86% 1% $134 14 21% 138% 144% 
WwW 
Warner Brothers Pictures........... 9% 1 84 234 456 24% 234 
Worterm Wetom Tel.........scsccccss 17% 17% 66% 291% 3434 205, Se 
Westinghouse Air Brake............ 3584 115%, 36 15% 27 ~«= «18 185% 50 
Westinghouse Elec. & Mfg.......... 5834 193% 47K 27% 41 3254 35 - 
Woolworth Co. (F. W.)..........4-. 50% 254% 5544 4144 65% 61 5334 2.40 
Wie TWIG BT) - 000052 60s000000. 574 34% # «2176 5444 7916 133, 15 34 


§ Payable in stock. ‘* Including extra. t Paid last year. 
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Answers to Inquiries 
(Continued from page 740) 
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ceded by only 35,008 shares of 7% 
preferred. While increasing costs are 
obviously a serious problem to the 
management, further improvement of 
public purchasing power and a conse- 
quent increase in the demand for high- 
er profit items, together with needed 
price adjustments, should permit the 
company to report earnings justifying 
higher quotations for its common 
stock. Thus, despite the fact that the 
shares appear liberally valued in rela- 
tion to present earnings, their reten- 
tion is suggested for the income af- 
forded and longer term appreciation. 


GENERAL FOODS CORP. 


While I am primarily interested in Gen- 
eral Foods for income, I am disturbed by 
its seeming lack of capital appreciation 
possibilities. I will appreciate your com- 
ment on this, both from the speculative 
and investment angles—D. J. W., South 
Bend, Ind. 


General Foods Corp. is an out- 
growth of the old Postum Co., and 
since its incorporation in 1895 has 
grown into one of the biggest food 
manufacturing and distributing organ- 
izations in the country, now carrying 
over 80 branded food specialties, many 
of which are currently advertised and 
distributed abroad. The report of the 
company for the 12 months ended 
December 31, 1934, revealed a net in- 
come of $11,140,000, equal to $2.12 a 
share on the common stock, compared 
with $11,032,948, or $2.10 a share for 
the year 1933. Despite the fact that 
in 1934 the company sold the largest 
physical volume of food products in its 
history, 1929 having been the previous 
record year, the company was able to 
show only slight earnings improve- 
ment, because of considerable increase 
in costs, under the N R A. Another 
factor materially cutting into earnings 
in 1934 was the fact that taxes in that 
year amounted to $4,619,575, as com- 
pared with net earnings of $11,140,- 
000. Because of taxes alone, therefore, 
it can be readily discerned that this 
amounted to 88 cents a share, compared 
with net earnings of $2.12, already 
given. Liquid finances are in excellent 
condition, and there are no bonds or 
other capital liabilities ahead of the 
5,251,468 shares of common stock. The 
“bird’s eye” process for the quick freez- 
ing of food is regarded as having ex- 
cellent earnings potentialities over a 
period of years, although the difficulty 
to date appears partly to lie in the 
fact that the foodstuffs once frozen 
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The public utility system of 


Stansdanl Gas and Electric Company 


serves 1,659 cities and towns of twenty states . . . combined 
population 6,000,000...total customers 1,644,345...installed 
generating capacity 1,582,479 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 






















have to be kept at an extremely low 
temperature by the retailer, and the 
equipment necessary to maintain this 
condition is costly. Also considerable 
educational work is necessary to give 
the public a complete picture of the 
benefits to be derived from these prod- 
ucts. The concern is well managed 
and has maintained its trade position, 
even though competition still remains 
keen. Operating economies have been 
effected, and when consideration is 
given to the further long-range recovery 
of publie¢ purchasing power, a con- 
structive attitude seems warranted to- 
ward the stock. At current levels, 
therefore, retention of present holdings 
is advised for income and longer term 
appreciation. 


CONSOLIDATED GAS CO. OF 
aT. 


What effect do you think recent de- 
velopments will have on the fortunes of 
Consolidated Gas Co. of N. Y.? Don’t 
you think it should do better from now 
on? Shall I continue to hold 100 shares 
purchased at much higher prices?—J. V. 
H., Columbus, Ohio. 


Widespread agitation for investiga- 
tions, rate reductions, competition 
from municipally-owned and _ publicly- 
financed plants, increasing costs and 
high taxation are factors which have 
led to constantly declining values for 
public utility securities during recent 
months. Consolidated Gas Co. of 
N. Y., despite an excellent past earn- 
ings record, capable management and 
conservative capitalization, has not 
been exempt from these adverse factors 
in the public utility situation and has 
been forced to successively lower its 
dividend rate from a high of $4, in 
1933, to its present $1 annual basis. 
The devastating effect of rising costs 
and taxes upon the consolidated earn- 
ings of this company is clearly demon- 
strated by the results for the year end- 
ing December 31, 1934, when a net 
income of $35,480,885, equivalent to 
$2.18 a share on the common stock 
was reported, compared with net in- 





come of $48,553,612, equivalent to 
$3.32 a share, for the previous year. 
Operating expenses rose from $99,- 
460,492, in 1933, to $109,927,885, in 
1934, and taxes (including Federal) 
rose from $36,375,001, to $40,771,625. 
Aside from the recent earnings decline 
shown by the company, the market ac- 
tion of its stock is also influenced by 
fear of monetary inflation. Should this 
materialize, public utility companies 
would be severely handicapped, be- 
cause of the non-flexibility of their 
rates, in the face of rising operating 
costs. While it is too early to predict 
with accuracy as to any steps in this 
direction, recent speeches by the Presi- 
dent indicate a leaning to the right and 
a desire to avoid rapidly rising prices. 
Furthermore, Federal officials are be- 
ginning to realize that large P W A 
loans advanced to municipalities for 
the construction of utility facilities to 
compete with private plants, may not 
prove a sound policy, and very recent- 
ly the State Senate overwhelmingly re- 
jected Mayor La Guardia’s demand 
for specific legislation, permitting New 
York City to build a power plant for 
City purposes with P W A money, 
without a referendum. The capitaliza- 
tion of the company is sound, however, 
and there is a large equity for the com- 
mon stock. The credit standing is ex- 
cellent, and the working capital posi- 
tion as of the end of 1934 was entirely 
adequate for all ordinary requirements. 
There is little question that revenues 
will expand with further improvement 
in the general economic situation, and 
there are indications that agitation for 
rate reductions and municipal owner- 
ship of power plants has reached its 
peak. It is our belief, therefore, that 
retention of present holdings is war- 
ranted at this time. 


DEVOE & RAYNOLDS CO. 


I understand that the poor showing of 
Devoe & Raynolds “A” stock is, in part, 
due to volatility of the small number of 
shares outstanding. To what extent is 
this true? Do you advise holding 100 
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iteal A aetnon 


etd bought at 48?—S. R., Greensboro, 


Devoe & Raynolds Co. is one of the 
largest in the paint industry, manu- 
facturing a diversified line of paints, 
varnishes, enamels, floor stains, brushes 
and insecticides. It effects wide dis- 
tribution through many independent 
dealers, in addition to operating its 
own system of twenty-eight retail 
stores. Even though net sales of $8,- 
817,000 were reported for the fiscal 
year ended November 30, 1934, nearly 
9% greater than those of the preced- 
ing twelve months, the net income re- 
vealed was $459,513, equivalent after 
dividend requirements on the first and 
second preferred stocks to $2.36 a 
share on the class A and class B com- 
mon stocks. This compared with 
$656,336, or $3.82 a share on the 
combined common stocks in the pre- 
ceding fiscal year. Receding earn- 
ings, therefore, combined with inac- 
tivity on the part of the market gen- 
erally, undoubtedly accounts for the 
marketwise action cf the stock. The 
company has maintained a strong finan- 
cial position, as is shown in the balance 
sheet for the year ended November 30, 
1934, when current assets of $6,434,- 
967 (including $1,475,951 cash) were 
reported, against current liabilities of 
$475,253. The company has recently 
entered into a contract with the First 
Bancredit Corp. to help finance 
home modernization loans under the 
terms called for by the Federal Hous- 
ing Act, and unquestionably this offers 
a very unusual opportunity for the 
company to share in Federal plans for 
modernization and repairs. Thus, with 
gradual improvement in the building 
field, taken in conjunction with better 
general business conditions, the earn- 
ings outlook for this leading paint 
manufacturer is generally regarded as 
favorable, and we endorse continued 
retention of present commitments. 


ATLAS POWDER CoO. 


A business acquaintance tells me he 
would not consider Atlas Powder out- 
standing among industrial equities. What 
ts your opinion? Don’t you think its $2 
dividend secure? Don't you think tt 
should participate in any selective ad- 
vancef—I. B. P., New York, N. Y. 


Although the major portion of the 
business of Atlas Powder Co. does lie 
in the manufacture of explosives, the 
company should benefit materially from 
the improvement in the automobile in- 
dustry, since it produces lacquers, 
leather cloth and miscellaneous coated 
fabrics. A great portion of the ex- 
plosives manufactured by this company 
is sold to the coal mining industry and 
any seasonal expansion of bituminous 
coal mining should increase the profit 


margins in the explosives business, de- 
spite rising material costs. As a mat- 
ter of fact, for the 12 months ended 
December 31, 1934, this company re- 
ported a net income of $1,124,722, 
equivalent, after 6% preferred divi- 
dend requirements, to $2.49 a share 
on the common stock. This shows a 
substantial improvement over 1933, 
when a profit of $709,334, or 76 cents 
a share was reported. The company has 
no funded debt outstanding, and its 
financial condition continues strong; 
current assets on December 31, last, 
amounting to $10,127,031, against cur- 
rent liabilities of $731,011. Cash alone 
at the end of 1934, amounted to $3,- 
219,321, against $2,468,176, in 1933. 
We are of the opinion that general 
market influences, combined with 
mounting costs are undoubtedly respon- 
sible for the recent decline in the price 
of this stock. Large expenditures con- 
templated by Governmental agencies 
for public works projects, together with 
the looked for increase in mining and 
industrial activities, render the earn- 
ings outlook favorable. We do not 
anticipate any revision of the present 
$2 annual dividend in the near or 
medium term. Considering the fac- 
tors already enumerated, we are of the 
opinion that, at current levels, repre- 
sentation in the common shares of this 
company is fully warranted. 


SHELL UNION OIL CORP. 


I now have 3 points loss on 100 shares 
of Shell Union Oil common bought on 
what I considered reliable advice. I do 
not know whether to sell, and as a new 
subscriber I take this occasion to ask your 
advice—E. F. O., Galveston, Tex. 


Shell Union Oil Corp. operates in 
all branches of the domestic petroleum 
industry. Due to the company’s rapid 
expansion program in the years pre- 
ceding the depression, funded debt was 
greatly increased and the position of 
stockholders thereby weakened as de- 
mand and prices for petroleum and its 
products declined. Fortunately, the 
company maintained a highly liquid 
financial condition, despite heavy oper- 
ating losses, and this permitted it to 
make advantageous purchases of its out- 
standing bonds for retirement. Funded 
debt, which stood at $126,334,500 at 
the end of 1929, had been reduced to 
$79,636,500 by December 31, 1933. 
In November of last year, advantage 
was taken of existing low money rates 
to call for payment at 102 and interest 
approximately $26,000,000 principal 
amount of its 5% debentures due in 
1949, thereby effecting a substantial 
saving. Further progress along this 
line seems a distinct possibility. Al- 
though the earnings report of the or- 
ganization for the full year 1934 is not 


available as this is written, indications 
are that a considerable improvement 
will be shown over results for the previ- 
ous year. In the initial nine months of 
1934, the company reported a profit 
of $550,021, equal to $1.37 a share on 
the preferred stock, in marked contrast 
with the $9,568,756 loss for the like 
interval of 1933. Aside from the 
beneficial effects of interest service re- 
duction, conditions in the industry seem 
to be on the mend and this augurs well 
for the organization. More effective 
control of “hot oil” in the East Texas 
field has already resulted in a sharp 
drop in shipments from that area and 
a consequent improvement in the statis- 
tical position of gasoline. Since the 
industry is about to enter its seasonal 
period of greatest activity, Shell 
Union’s earnings prospects are re 
garded as favorable. While no distri: 
butions can be looked for on the com- 
mon stock before arrears are cleared 
on the preferred, the junior equity is 
believed amply deflated and _ suitable 
for continued retention on a price basis. 


NATIONAL DAIRY PRODUCTS 
CORP. 


Please comment on National Dairy 
Products common stock in the light of 
its recently published report. Do you 
think its dividend can be maintained with 
94 cents a share earned in 1934—$1.01 in 
1933? Would you advise to hold or sell?— 
U. L. C., Boston, Mass. 


Despite an increase of 15.6% in dol: 
lar sales during the year, net income of 
National Dairy Products Corp. for 
1934 was below that of the previous 
year, due to higher costs. Net income 
of $6,551,930, equivalent, after allow 
ing for dividend requirements on the 
7% preferred stocks, to 94 cents a 
share on the common stock, compared 
with $7,051,872, or $1.01 a common 
share for 1933. Although the failure 
of the company to completely cover the 
$1.20 annual dividend on its common 
stock, renders problematical continu 
ance of that rate, any reduction likely 
will be of moderate proportion in view 
of the company’s excellent financial 
condition. As at December 31, 1934, 
current assets, including cash alone of 
$21,721,489, amounted to $56,683,294, 
while current liabilities stood at $18, 
142,730. Ranking ahead of the 
6,263,165 shares of common stock are 
a total of 98,709 shares of class A and 
B 7% preferred stocks (par $100) and 
$68,214,500 in 544% debenture bonds 
maturing in 1948. Considering Na’ 
tional Dairy’s strong credit position, it 
is distinctly possible that the company 
will take advantage of prevailing low 
money rates to refund its 5Y%4% deben’ 
tures and thereby effect a substantial 
saving in interest. Statistically, the 
position of the dairy products industry 
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is improving, due in large part to cur- 
tailed forage as a result of the drought. 
With consumption likely to register 
further gains during the current year, 
a firmer price structure for milk and 
products manufactured therefrom ap- 
pears probable, especially when con- 
sideration is given to the rising trend of 
other commodity prices. In view of 
the not unpromising earnings outlook 
for the company, present quotations 
for its common stock dictate against 
liquidation of your holdings. 


CONTINENTAL INSURANCE 
Co. 


| have inherited 100 shares of Continen- 
tal Insurance bought at 1929 levels. 
would like your views on this company for 
the near and long term; its prospects in 
inflation; the desirability of holding or 
selling. —S. I., Milwaukee, Wis. 


As a leading unit in the fire insur- 
ance field, operations of Continental 
Insurance Co. tend to expand and 
contract in sympathy with general busi- 
ness conditions throughout the country. 
Reflecting depression influences, under- 
writing profits dropped precipitously 
subsequent to 1929. By virtue of the 
fact that the company had a substan- 
tial portion of its assets in common 
stocks, investment income also tended 
to decline, while depreciating market 
values necessitated heavy charge-offs. 
With the improvement which became 
apparent in the economic situation in 
1933, however, profits from underwrit- 
ing operations showed a pronounced 
gain, as did also the market value of 
portfolio securities. Earnings for that 
year, disregarding fluctuations in the 
value of investments, totalled $3.02 a 
share on the capital stock, as against 
$2.16 a share for 1932. Book value of 
the shares increased from $17.37 a 
share at the 1932 year-end to $23.78 a 
share as of December 31, 1933. Last 
year, hesitancy in general business led 
to a drop in underwriting revenues to 
$1.01 a share from $1.72 a share re- 
corded for the previous year. Invest- 
ment income, reduced to a per-share 
basis, however, showed some improve- 
ment, having amounted to $1.38 a 
share, as against $1.30 a share for 1933. 
The equity per-share of stock, more- 
over, increased to $27.87, from $23.78 
a year earlier. In view of the fact that 
the company had over 60% of its in- 
vestments in common stocks at the close 
of 1934, it is apparent that any for- 
ward movement of the general list, 
whether this is brought about by 
natural business recovery or inflation- 
ary developments, would prove of 
tangible benefit to the organization. It 
is our belief, therefore, that you would 
do well to continue your long position 
in the capital stock. 
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LIABILITIES 
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Reserve for Taxes and Expenses 
Accrued Interest on Deposits 


Cash on hand in Federal Reserve Bank and 

Due from Banks 
United States Government Securities 
State and Municipal Bonds 
Stock in Federal Reserve Bank. 
Other Bonds .... 
Lemme ..... 
Bills Purchased 
Bonds and Mortgages . . 
Réal Estate... 666 5s.566 
Accrued Interest Receivable 


United States Trust Company 
of New York 


$36,662,811.43 
9,000,000.00 
3,600,000.00 
780,000.00 

; 8,709,979.75 
..  25,437,035.75 
6,186,750.49 
6,998,438.74 
2,000,000.00 
302,553.39 





$99,677,569.55 








$2,000,000.00 
.. 24,000,000.00 
3,806,325.94 





$29,806,325.94 


68,821,095.96 
1,036,585.41 
13,562.24 
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$99,677,569.55 


























MARKET STATISTICS 








N. Y. Times 
N. Y. Times —Dow, Jones Avgs.~ -——50 Stocks —. 
40 Bonds’ 30 Indus. 20 Rails High Low Sales 

Monday, March 25..... 79.99 99.50 28.14 80.88 79.86 463,574 
Tuesday, March 26........ 79.74 98.97 27.66 80.72 79.69 449,800 
Wednesday, March 27...... 79.51 100.35 27.91 81.03 79.76 462,290 
Thursday, March 28....... 79.26 100.59 27.50 81.60 80.34 613,040 
Friday, March 29....... 79.13 100.78 27.80 81.20 80.45 461,040 
Saturday, March 30.............. 79.16 100.81 27.97 81.17 80.61 247,240 
Lice) ae oO ae 79.17 101.23 28.70 81.95 80.96 444,890 
Treaday, AM Bs 6.6. ce hs 79.37 101.00 28.11 81.77 80.89 532,388 
Wednesday, April3........ 79.43 100.39 27.85 80.81 80.00 529,418 
Pils CA 9 it a eae 79.58 101.13 28.66 81.58 80.61 560,140 
WMAP ABE Wieeiccs cise cc ssecscs TROIOe 102.53 29.49 83.05 81.73 1,213,450 
Saturday, Agri 6..............«.. 80.08 103.04 29.76 83.23 82.72 464,290 
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How to Spend Five Billion 
Dollars 


(Continued from page 722) 








Second, the following major limita- 
tions are set: 

Highways, roads, streets and grade 
crossing elimination, $800,000,000. 

Rural rehabilitation, relief in strick- 
en agricultural areas, $500,000,000. 

Rural electrification, $100,000,000. 

Housing, $450,000,000. 

Projects for professional and clerical 
persons, $300,000,000. 

Civilian Conservation Corps, $600,- 
000,000. 

Projects of states or political subdivi- 
sions thereof, $900,000,000. 

Sanitation, soil erosion, forestation, 
flood relief, etc., $350,000,000. 

Finally, any of these limits may be 
increased by up to 20 per cent of the 
total appropriation of $4,800,000,000, 
or by a maximum of $960,000,000. In 
other words, the President might, for 
example, elect to spend $1,060,000,000 
for rural electrification; or $1,560,- 
000,000 on the Civilian Conservation 
Corps; or $1,760,000,000 on highways, 
grade crossing elimination, etc. 

Obviously, the effect of the program 
in terms of business stimulation will 
depend largely upon the precise ave- 
nues of spending that the President 
elects to emphasize. The largest prom- 
ise of orders for products of the heavy 
industries would appear to lie in urban 
housing, public works such as bridges 
and tunnels, grade crossing elimina- 
tion and rural electrification, in the 
order named. Estimates of the total to 
be spent for materials range upward of 
$2,000,000,000, but that is anyone’s 
guess, 

In this writer’s view, such projects 
as soil erosion work, reforestation, 
“rural rehabilitation’—whatever that 
may pecisely be—the Civilian Con- 
servation Corps and “projects for pro- 
fessional and clerical workers” do not 
promise much in the way of business 
stimulation, however great may be 
their social usefulness. 

Finally, whether the President, Mr. 
Hopkins and their associates dip into 
the magic bag to the extent of $2,000,- 
000,000 or $3,000,000,000 for mate- 
rials, the flow of purchasing power in- 
to business and industry will inevitably 
be spread over a very considerable 
period. Doubtless some favorable 
effects may begin to be felt in the third 
and fourth quarters of this year. Much 
larger effects should be felt in 1936, 
but if the experience of P W A is any 
guide it would not be surprising if 
1937 found some ef the funds still 
unexpended, unless—as is quite pos- 


sible—direct cash relief payments again 
are speeded up as it is found that work 
projects lag. 

Regretfully, one can only come to 
the conclusion that it is unlikely this 
vast expenditure will either succeed in 
priming the business pump—a pump 
that remains out of adjustment whether 
because of or in spite of special govern- 
mental endeavors—or in putting the 
depression to rout. To the extent that 
reform is combined with this new 
mixture, especially in financing a fur- 
ther battle against private utilities, 
the spending may even prove deflation- 
ary in postponing a much larger total 
of private spending now scared out of 
its wits as it watches the antics and 
mystifying convolutions of our political 
magicians. 








Soundest Investment Policy 
Now 


(Continued from page 716) 








expect to do better than most in the 
event of real recovery and show re- 
sistance to the adverse influences in a 
price recovery? The stocks of com- 
panies having to do with primary prod- 
ucts stand first in a test of desirability 
under present conditions. This would 
include the chemicals, the oils and the 
miscellaneous metals. Copper, how- 
ever, would not fall into the last group 
because it is thought that the vast 
stocks on hand, coupled with the ability 
to produce at a moment’s notice so much 
more, largely offset any favorable 
characteristics. Then there are a num- 
ber of special groups and individual 
companies which seem to enjoy satis- 
factory prospects. Under this heading 
would fall the amusements, the manu- 
facturers of containers, machine tools 
and business machines, the finance com- 
panies and to a certain extent the 
liquor companies. 

It must be recognized, however, that 
undoubtedly developments will arise 
to change for some companies what 
now appear to be favorable prospects 
and to change for others what now ap- 
pears to be an unfavorable outlook. 
The recent past contains many exam- 
ples of changing fortunes. Over the 
past year or two the regard for the 
chain stores has fallen as more and 
more states have imposed discrimina- 
tory “chain store” and other taxa- 
tion. Similarly, it is now being more 
generally recognized that the merchan- 
dising companies are finding it much 
harder to maintain profit margins than 
was expected. Indeed, this trouble over 
profit margins is very general and it is 
only where it has beeen offset by other 
influences (perhaps vastly increased 





volume) that earnings have not suf- 
fered. 

On the other hand, Time has not 
worked exclusively to undermine the 
position and prospects of companies 
previously well situated. It has worked 


also to improve prospects. For exam- 
ple, while the majority of amusement 
stocks are still radical speculations, 
economy coupled with a distinct im- 
provement in the grade of picture 
have made for a definitely better out- 
look. Oil, too, now appears to be in 
a better position. 

Because of the constant change tak- 
ing place in the position and prospects 
of all companies, it is quite impossible 
to take a list and hold to it through 
thick and thin. Constant check and 
revision in the light of the altered con- 
ditions is absolutely essential to any 
success. 

Although, as we have said there is 
little enough prospect of any inflation 
within the near future, if ever, never- 
theless it is a more distant possibility. 
And this brings up the question of the 
gold stocks. Currently, of course, gold 
mining companies continue to prosper. 
The price that they obtain for their 
product has been raised without their 
having suffered any corresponding rise 
in the cost of the material and labor with 
which they extract it from the ground. 
If, however, there were an inflationary 
rise in prices (material and labor) 
without a change in the price of gold 
it would be adverse to these companies. 
In other words, it is currency devalua- 
tion rather than inflation which helps 
a gold miner and, despite the fact that 
one cannot very well have wild infla- 
tion without currency devaluation, the 
two things should not be confused. 

At the present time, the outlook 
favors no important change in the 
present status. True, the President 
still has permission to cut the gold 
content of the dollar another nine 
cents, thereby putting the price of 
gold from $35 an ounce to above $40, 
but the prospect of his using this pow- 
er in the near future has waned. On 
the other hand, it is equally unlikely 
that there be such a marked increase in 
costs of labor and materials as would 
embarrass miners of gold to any seri- 
ous extent. Thus, stocks in the better 
companies can be retained logically for 
a time at least. The situation, how- 
ever, is one which must be watched, 
for it may well change suddenly for 
better or worse. 

Indeed, constant supervision must be 
the watchword, not only for each in- 
dividual security whether bond, pre- 
ferred stock, or common stock com- 
prising the portfolio, but for the pro- 
gram as a whole. It is not enough to 
assure oneself that each individual is- 
sue is sound in itself, one must go 
further and be certain that the pro- 
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9,502 PERSONS DIED OF CANCER LAST YEAR IN NEW YORK CITY ALONE 


9,502 in one year! And thisinasingle interest... that this year some of these 
city! thousands may be saved. 

We are fighting incessantly to cut 
down this fearful toll. To do this we 
need your co-operation. 


x k * 


An exhibit to show the activities of the 


Cancer can often be cured if treated | Committee and of the hospitals and 


clinics which care for cancer patients 
You can co-operate. (1) Have a medical will be held at the Hotel Plaza, New 
examination at least once a year. Urge your York, from May 14 to 20. Admission 
friends to do the same. (2) Buy and use 
the Committee’s labels on your packages, 
thus doubly aiding us—financially and by attend. 
informing others about our work. We will 


properly in the early stages. 


is free. You are cordially invited to 


. “pT: ee 
gladly send you a supply of these labels A new pamphlet Highways of 
at the rate of 20 for $1.00. Health” will be ready for distribution 


We ask for both your money and your __ this spring. 


For pamphlets and further information write or "phone to.. 


NEW YORK CITY CANCER COMMITTEE 


150 EAST 83D STREET ° NEW YORK Telephone: RHinelander 4-0435 


If a resident outside Greater New York write: American Society for the Control of Cancer, New York 
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ACTIVE ISSUES 


Quotations as of Recent Date 


1935 
Price Range 

-——_+————.. Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer. 32 3914 
Amer. Cyanamid B. (40)... 17% 16 16% 
Amer. Gas & Elec. (1.40).... 2334 1654 23% 

Amer. Lt. & Tr. (1.20)...... 1044 75 10 

Amer. Superpower......... 1% baa 1 
Assoc. Gas Elec. “A”... : Wy yy % 
NN i coe dng 600-0 8606» 94 7% 1% 
Cities Service . Lawee 1 34 1% 
Cities Service Pfd. 1334 6% 12% 


Cleveland Elec. Illum. (2). : 238i 2316 2816 
Colum. G. & E. cv. Pfd. (5). 64 32 46 
Commonwealth Edison @. . 64% 414% 64% 


8 
Consol. Gas Balt. (3.60)..... 6034 525; 60% 
Cord Corp. ({.25).......... 4% 2% 2% 
Creole Petroleum.......... 1333 10 11 
Distillers Cp. Seag......... 18% 143% 15% 


Elec. Bond & Share 5 } 4 
Elec. Bond & Share Pfd. (6). 524%, 387% 48% 
Elec. Pr. Assoc. ( 40)....... 4 2 
OE aes 11 y 
Ford Mot. of Can. “A” (t114) 321, 254% 2 
Ford Motor, Ltd........... 9% 4 


1935 
Price Range 
————.. Recent 
Name and Dividend High Low Price 
Glen Alden Coal (*114).. 24 14% 15% 
Great A. & P. Tea N.-V. (7). 139 121 123 
on hound Ps Seas Kite dices 364% 204% 35% 
son Bay M. & ccce See 6S COB 
Humble ED ans sks wei Wie 44 47 


Imperial Oil (*.80) 
Lake Shore Mines (*4)..... 58 48 5544 
Mead-Johnson & Co. (*4).. 6334 60 60 
Niagara Hudson Pwr.. 3% Ys 
Pan-American Airways (1). 4444 39 41 


Pepperel Mfg 8915 55 57 
Pitts. Pl. onl ( (2). . . 4634 47% 
Sherwin-Williams (3). 90144 84 8414 
South Penn Oil (1) . .. 283% 215 23% 
Swift & Co. (*.75) ..... .... 194 16% 16 
Swift Int’l (2)...... 523.5) 31 33% 
United Founders........... a3 yy % 
United Lt. & Pwr. A........ 14% 5% 1 
United Shoe Mach. (5)..... 77 70 73% 
Walker Hiram H.W....... 325g 255g 27 


*Includes extras. t Paid last year. 

















———— 





gram is still well balanced relative to 
conditions as they exist. Should a de- 
flationary trend appear to be setting in, 
it will be logical to lighten representa- 
ticn in common stocks, second-grade 
preferreds and second-grade bonds and 
become more heavily involved in the 
best bonds. On the other hand, should 
the tide develop stronger inflationary 
characteristics, a swing away from 
high-grade bonds to common. stocks 
and other forms of tangible property 
would not be inconsistent with true 
balance. 





What Europe Thinks of the 
New Deal 


(Continued from page 711) 








the average citizen in the United States 
regards the extravagance of public ex- 
penditures and at his apparent indif- 
ference to the staggering statistics of 
Treasury deficits. 

While our per capita debt still falls 
substantially below England and 
France, we have as yet no real con- 
ception of the heavy cross of taxation 
under which the average European is 
staggering. Foreign finance ministers 
know by painful experience that the 
policy of mortgaging future revenues 
for the sake of current expediency, en- 
genders a train of circumstances— 
which forms a vicious circle of declin- 
ing revenues, mounting deficits and in 
turn increased taxation. The outcome 
of this financial merry-go-round must 
invariably lead to further inflation. 





Consequently, the notion generally ac- 
cepted abroad is that the Roosevelt 
honeymoon with Congress is nearly 
over and if so may prove a blessing in 
disguise if it succeeds in putting the 
screws on public expenditure. 

In conclusion, a cross section of 
European thought on American re- 
covery comprises a multitude of con- 
tradictions. Foreign students of the 
New Deal are unable to reconcile the 
remarkable revival of the consumer 
market with the fact that this market 
depends in the final analysis almost 
uniquely on the State’s spending pow- 
er. They are unable to reconcile the 
healthy liquidation of frozen bank 
credits and the restoration of the rail- 
roads with the fact that this improve- 
ment has been accomplished solely by 
Federal loans. Again they are unable 
to reconcile the arrested drop in sal- 
aries and the decline of unemployment 
with the fact of a curtailed volume of 
production. 

As regards the future success of this 
gigantic mechanism of legal interven- 
tion into the economic life of the coun- 
try, Roger Picard, professor of Law :n 
the University of Paris, with profound 
insight, ventures the following state- 
ment: “While no judgment of the 
Roosevelt experiment can yet be 
formed, it must be admitted that the 
situation in the United States at the 
beginning of 1933 demanded drastic 
measures, and that those taken have al- 
ready restored public confidence and 
increased the prestige of the Presi- 
dent. On the other hand, it is hoped 
that because of the experimental char- 
acter of his economic policy, Mr. 
Roosevelt will be induced to renounce, 


as soon as circumstances permit, the 
excesses of directed economy. Thus 
the American experiment will avoid 
catastrophies, and prevent the risk of 
spreading contagion which might prove 
fatal in other quarters of the world.” 





When Japan Shakes the 
Mailed Fist 


(Continued from page 719) 








quotas. She is also offended at our 
state laws abridging the property 
rights of Japanese residents, and by 
rankling episodes (such as those which 
have recently occurred in Arizona) of 
racial antagonism. This resentment 
has taken the form of a continuous 
stream of irritating deliverances by the 
government spokesman at press con- 
ferences in Tokio, by exceptionally 
bold speeches by the Japanese ambas- 
sador in the United States and in many 
incidents of harsh treatment of Ameri- 
can nationals in Japan. 

In general, the Japanese pursue with- 
out regard to ethics the rewards of 
their policy of expansion. During the 
world-wide depression and the conse- 
quent disinclination of any nation to 
act determinedly they have found 
favorable opportunity for cynical dis- 
regard of promises and_ professions. 
Strike the first blow was their rule in 
feudal times and it is now. 


Treaties Are Just Treaties 


The Washington Conference which 
produced the Four-Power naval agree- 
ment of 1920, also wrote a Nine-Power 
Treaty binding the signatories to re- 
spect the territorial and administrative 
integrity of China, which Japan had 
previously ambushed in 1915 in the 
form of the famous twenty-one de- 
mands upon China. Seven of these 
demands aimed at bringing all North 
China under Japanese control. It will 
be recalled as an evidence of lack of 
diplomatic dependability that at the 
very moment when the Ambassador of 
Japan in Washington was denying the 
existence of such demands the Japa- 
nese government was handing China an 
ultimatum demanding submission to 
them. The resulting wrath of the 
western powers forced Japan to back 
up on the seven demands for the time 
being, but during the world economic 
depression, in 1932, she acted sud- 
denly, successfully invaded Manchuria 
and created the vassal, puppet state of 
Manchukuo, overshadowed inner Mon- 
golia, even making incursions into 
China proper. The United States 
made a feeble gesture of offended 
righteousness—enough to irritate, too 
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gentle to shock—,; and the League of 
Nations outlined a corrective course, 
which only caused Japan to resign 
haughtily from the League, a pretext 
for which was only too welcome to her 
as a step toward complete indepen- 
dence of action. As for our scolding, 
all we got for it was assurances that 
the Japanese had no intention of ad- 
vancing further into Manchuria (the 
southern part having in effect been 
ceded to Japan at the end of the 
Russo-Japanese war) while her armies 
were actually proceeding apace, plus 
cumulative Japanese resentment. 


After Iron and Coal, Petroleum 


With the conquest of Manchuria, 
Japan acquired important resources of 
coal and iron but no oil—the modern 
fuel of war and industrial power. It 
is expected that her next encroachment 
will be in the defenseless Dutch East 
Indies, where Royal-Shell was born. 
On the way to the Dutch islands she 
may bag the Philippines, which are 
not lacking in resources or room for 
new population. The Dutch are help- 
less, and with equality of navies the 
Japanese can work their will, even if 
we were disposed to intervene. 

If the United States wishes to avoid 
all possibility of war with Japan it 
must pursue a realistic policy. We 
must acquiesce in the main in Japan’s 
policy of territorial expansion and eco- 
nomic hegemony in the Far East. They 
are her right of power and fitness. We 
can dismiss as moonshine talk about her 
demanding the Hawaiian islands as 1 
hostage, and we need not worry much 
about her commercial expansion in 
South America or her minor successes 
in our home market. They are passing 
incidents. 

The Island Empire is much too 
practical, notwithstanding her dreams 
of empire and riches, to invite the 
United States to war by any offensive 
action on this side of the Pacific—a 
war which might cripple us but would 
destroy her. We are her best single 
customer, taking 80 per cent of her 
raw silk exports and about 30 per cent 
of her total exports. On the other 
hand she is dependent upon American 
cotton, although now taking steps to 
cultivate other sources in Brazil, India, 
Egypt, etc. In the Philippines we have 
a focus of war danger on Japan’s side 
of the Pacific, but we could gracefully 
get rid of that by giving the Philippines 
complete immediate independence, in- 
stead of retaining them, with weak au- 
thority and dangerous responsibility, 
for ten years more. 

There is little real sentiment in in- 
ternational relations; in the last analy- 
sis self-interest governs world politics: 
all treaties become scraps when benefits 
no longer seal them. The supreme 
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function of diplomacy is to avoid major 
conflicts of national interests. To per- 
form that function, diplomacy must 
always deal more with actual condi- 
tions than with millenial asnirations. 
The best foundation of peace between 
nations is a community of substantial 
interests—and the respect of the strong 
for the strong. Japan will stand by 
any treaty that serves her practical in- 
terests—and she commands our ad- 
miration — always has. By _ recog- 
nizing her as what she is—the para- 
mount power of Eastern Asia—we can 
not only insure peace with honor but 
also put ourselves in the way of get- 
ting far more solid economic benefit 
from that unfolding region than we 
can by a course of meddling with what 
we can not stop except, doubtfully and 
costfully by war. A modern revolving 
door, with a Japanese brake, may get 
us more shekels and certainly more 
peace of mind than the open door of 
days that are gone. 

And that is the new policy of the 
Roosevelt administration. To give 
gracefully to Japan what she might 
take and keep her firmly away from 
what she can’t take. Wherefore, un- 
limited forbearance-—no ceded naval 
equality. 





Archer-Daniels-Midland Co. 
(Continued from page 730) 





payable had arisen to $8,900,000. 

Thus the company not only had the 
benefit of large stocks of low-cost mate- 
rials in a rising and expanding market 
but at June 30, last year, appeared to 
have suficient of such inventories to 
maintain a favorable profit margin for 
some months to come. 

In fact, there is an excellent possi- 
bility that last year’s record will be 
short-lived. For both the September 
and December quarters profits were 
substantially ahead of the correspond- 
ing months of 1933 and for the first 
six months of the current fiscal period, 
earnings on the company’s common 
stock were equal to $1.99 a share, as 
against $1.49 a share in 1933. 

Archer - Daniels- Midland has no 
funded debt. Outside of the $8,900,- 
000 of notes payable and 30,991 shares 
of $7 preferred stock, there are no capi- 
tal liabilities of more than negligible 
significance ahead of the 549,546 shares 
of common stock. Doubtless there has 
been no material change in the com- 
fortable financial position disclosed in 
the balance sheet at the end of the last 
fiscal year. 

Regular dividends are being paid on 
the company’s common stock at the rate 
of $1 annually, and last year extras 
totalling 50 cents were paid and an- 


other extra of 25 cents was recently 
paid. With every indication that cur- 
rent earnings will surpass the figure of 
$3.81 a share last year, an increase in 
the regular rate or further extras would 
seem well within the realm of possi- 
bilities. Selling at 39, or no more than 
ten times last year’s earnings, the shares 
are reasonably priced, a circumstance 
further supported by current prospects 
and the apparent upward trend in 
earnings. 





Is Uncle Sam Holding 
the BagP 
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to them, with the result that 18 paid 
up. Up to date, there have been 150 
foreclosures among 835,000 mortgages 
but only ten of the mortgagors in those 
cases were classified as being deliber- 
ately out to “do” the Government, the 
rest being bona fide cases of inability. 

The total of monthly repayments, 
covering principal and interest on 15- 
year loans at the rate of $7.10 to each 
thousand borrowed, stood when this 
was written at $58,900,000 and the in- 
stalment money was coming in at the 
rate of $375,000 a day, which would 
indicate that collections were running 
about 23 per cent behind the due 
amount. To what extent this is to be 
attributed to authorized extensions and 
deferments is not known. It is stated, 
however, that a notice of foreclosure 
is followed in the great majority of 
cases by prompt settlement. It is also 
urged that at the worst, the current 
showing (considering that all the bor- 
rowers were in dire distress when the 
refinancing loans were made and that 
the depression is still with us) is en- 
couraging. The HOLC expresses 
the conviction that the Government 
will not lose a single dollar on the for- 
mer’s colossal transactions. 


Farm Delinquents 17 Per Cent 


Delinquency can not be precisely de- 
termined in respect of farm loans, as 
all Farm Bank loans are authorized by 
law to be subject to the extension of 
principal payments until July 11, 1938, 
while the Commissioner Loans can be 
extended three years as to principal. 
But 83 per cent of all Commissioner 
borrowers are meeting their interest 
payments when due, which is consid- 
ered a good showing for borrowers who 
were in the extreme down and out class 
when rescued. At a recent date, Land 
Bank loans extensions and deferments 
totaled $50,000,000 on mortgages ap- 
proximating $2,000,000,000. 

The outlook, assuming that the de- 
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Quotations as of Recent Date 


INDUSTRIAL 
i Asked 
American Book Co. (4).......... 64 
Babcock & Wilcox (.40).......... rcs 30 
ROUEN co. sw cccawenic 42) 4514 
Canadian Celanese.............. 17% 20 
Colt Fire Arms (14)............ 245, 2534 
Crowell Publishing DR ME) wcccces 20 21% 
oe Corp. - Diekuisenacon 23% 2544 
Fajardo Sugar.. Ee. 81 
National Casket @). cones Sebeeone 52 56 
Northwestern Yeast = CREASE: 88 93 
se See: D- sas SRR 20 
Singer Co. %). Saban eee 236 240 
Wilcox & Gibbs (1).............. 17 23 
PUBLIC UTILITIES 
Alabama Power Pfd. (7)......... 5414 56 
Carolina Power & Light Pfd. (7).. 60 62 
Central Maine Power Pfd. (7). . 41% 50 
Columbus Rwy. Pwr. & Lt. Pid. (6) 82 a 
Consumers Power Pfd. (6)....... 89 90 











pression is not to grow worse and is not 
to be chronic at present levels is not 
indicative of any extensive gypping of 
Uncle Sam. Of course, if things go 
from bad to worse 80 per cent mort- 
gage loans are not going to pan out at 
that rate in foreclosure sales and the 
present rate of current repayments will 
not be maintained. But in that event 
we are all sunk—Uncle Sam and all his 
nieces and nephews. In the meantime, 
both farm and urban loans are un- 
doubtedly contributing substantially to 
liquidation of the depression. 





Will the Break in Tin Plate 
Prices Affect Tin Plate and 
Can Manufacturers? 


(Continued from page 735) 








plate and—through its controlling in- 
terest in the Tin Plate Improvement 
Co.—a maker of containers. From its 
point of view, changes in the price of 
tin plate and of cans are largely a 
family affair. 

The stock market regards all three 
of these companies as sound and rela- 
tively stable income producers, and as 
such puts a premium upon them. On 
current dividend rates and at present 
quotations American Can yields 
4.34%, Continental Can yields 3.42% 
and McKeesport yields a trifle less 
than 4%. However good a long-term 
prospect these issues may have, it 
would seem that the cream has been 
rather liberally skimmed off for the 
present. As regards United States 
Steel and National Steel, the two big- 
gest makers of tin plate, this product 


Bid Asked 

Dayton Power & doe 5 _ tyr 9934 101% 
Jersey Central d. 7). 55 57 
sas Gas & eee iota, (7). 84 86 
Metropolitan Edison Pfd. (6)..... 81 82 

Nebraska Power Pfd. (7)........ 102 103% 

New Jersey Pwr. & Lt., Pfd. (6).. 7714 794 
Ohio Public Service Pia. eesenss 78 80 
Pacific Gas & Elec. Pf Oa sie 41 43 
Pacific Power & Light Pf 41 43 
Puget Sound Pwr. & Lt. Pid. 17 19 
Tennessee Elec. eet “e- @).. 46 48 
Texas Power & gh d. (7). 78 80 
Utilities Pwr. & Lgt. Pfd......... 4 6 

TELEPHONE & TELEGRAPH 

American Dist. Tel., N. J. (4)....- 78% 8235 

Mountain States Tel. & Tel. @).. - 105 10714 
Northwestern Bell Pfd. (6'4)..... 114 116 
Peninsular Telephone........... % 7 


54 
Southern New England Tel. (6)... 10444 10614 
* Includes extras. 








lions on the relief rolls are at vitrually 
the highest level of the depression, 
Business confidence appears to be at 
the lowest ebb since Mr. Roosevelt 
temporarily lifted it to the heights 


early in 1933. Without confidence, 
we will not be destined to experience a 
satisfactory economic recovery. With- 
out such a recovery, can the Adminis- 
tration stop spending, turn back and 
face a series of deflationary adjust- 
ments? 

We doubt it. If there is no turning 
back—and that before much longer— 
price reactions such as the present will 
prove to have been but meaningless 
interludes in an inflationary trend 
which, as all history teaches us, will 
culminate in lifting most prices right 
through the roof. There is no hurry. 
The market will be here next week 
and next month. Within a reasonable 
time, we are convinced, it will provide 
both reduced risk and enhanced op- 
portunity. 








is secondary to the general steel pros- 
pect in dominating the market trend 
of these two stocks; and the steel out- 
look for the present has lost much of 
its bloom. 


Commodities As Inflation 
Hedge 


(Continued from page 725) 





The Stock Market Over the 


Next Fortnight 
(Continued from page 709) 





prospect undeniably much less favor- 
able than was that of the first quarter. 
The Administration’s vast new spend 
ing program will begin to get into ac 
tion during the second half of the year, 
will undoubtedly have a perceptible 
effect upon aggregate business activity 
and not unlikely will find the stock 
market, as usual, inclined to discount 
it well in advance. Finally, our 1935 
business uncertainty probably will 
have passed its peak when Congress 
decides to call it a day and go home. 
That appears to be the next major 
event on the calendar, even though it 
is now much too early to forecast the 
date. 

In still longer perspective, every new 
disappointment in recovery—such as 
the present one—can scarcely fail to 
remind us that we have advanced just 
a few more months along a road lead- 
ing ever more plainly toward inflation; 
and to remind us, moreover, that the 
further we go, the more remote be- 
comes the possibility that a spending 
government can turn back. 

We have poured emergency billions 
into the breech. The public debt has 
mounted steadily, is mounting today 
and will mount indefinitely—all with- 
out finding the solution. The mil- 








580,000,000 bushels of corn for the 
final quarter of last year, when nor- 
mal average use would have been twice 
that figure. 

One cannot see any such market for 
corn as would react violently if infla- 
tion should appear imminent. Any 
active bidding would undoubtedly send 
the market up but it would as quickly 
retreat before any attempt to realize. 
Actual scarcity of corn and the lack of 
any real world demand for the grain 
itself make for a thin market. 

The Argentine has a good corn crop 
this year (the Argentine year for corn 
begins April 1), probably a record of 
500,000,000 bushels of maize, they 
never use the word corn. This would 
mean some 250,000,000 bushels or 
more to go into export trade. Argen- 
tine has a fixed minimum price for 
corn of 353% cents a bushel. 


Copper 


Leaving textiles and foodstuffs and 
turning to metals one thinks of copper 
as being our own market. It was, but 
it is no longer. 

There is no part of the story of cop: 
per from the time when Boston and 
Lake copper commanded the situation 
to the very latest development in 
Rhodesia that is not interesting. 

Control of the market has been 
sought again and again and again, and 
even as this is written the news is just 
on the air of a brand new agreement 


752 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








me 
tio 
48 


crt 
po 
an) 
WO 


\]\ 


fo 



















among certain of the world copper 
roducers. 

The demand through 1934 for cop- 
per and nickel abroad was the largest 
in the history of the metals. That such 
demand was due to the requirements 
of munition makers goes without say- 
ing. That such demand did not do 
more to advance prices is due to the 
huge stocks on hand. Our domestic 
stocks are reckoned at 660,000,000 
pounds and foreign stocks at 500,000,- 
000 pounds in round figures and in- 
cluding copper of all descriptions. 
This situation is not so bad as these 
figures indicate because the various in- 
ventories which normally carry copper 
after it leaves the refinery are down to 
bare shelves. The large consumers 
only buy as metal is needed—wire, 
sheets, bars, billets or what not—so 
that with any tendency toward what 
we call normal conditions this aspect 
should improve rapidly as the usual 
trade supplies are built up. 

The only details of the new agree- 
ment so far made public cover reduc- 
tion of annual output by 240,000 tons, 
480 million pounds, outside of the 
United States. Stocks on hand are the 
crux of the situation. We now have 
potential world production far beyond 
any possible immediate or concurrent 
world use even under the pressure of 
a war demand. 


The absence of figures covering cop- 
per makes analysis somewhat uncertain, 
but the fact remains that our own cop- 
per, sheltered by a four-cent tariff and 
working under an NRA Code does 
not hold much in the way of market 
possibility. Production is allotted, 
metal sold as Blue Eagle copper. Every 
so often, producers all stand aside in 
order that the market may have a 
chance to absorb the scrap that appears 
as “secondary copper.” 

On the whole, it is doubtful whether 
the present arrangement will do more 
than force the signers of the agree- 
ment to “hold the umbrella” over those 
outside the pact for as long as they see 
fit then prices and production will go 
back to free competition again. History 
shows more than one such sequence of 
events in copper. 


Rubber 


Though we are the greatest produc- 
ers of automobiles, we have come to 
look on rubber quite as indifferently 
as we do on the tin can. Yet in rubber 
as in tin we have no resources within 
our borders. The tire companies of 
Akron and Detroit have laid out huge 
sums in Liberia and in Sumatra to in- 
sure for themselves at least a part of 
their raw material needs. 

Again we face a planned economy 


designed to control production through 
output quotas. Singapore is the capi- 
tal of the crude rubber area. The 
native producer is the unruly factor. 
The Chinese junk with its crew of 
adept smugglers ready to evade quota 
restrictions are a part of the problem, 
but the great consumer, the American 
autoist, like ‘““Ol’ Man River,” “he just 
keeps rollin’ along.” 

The years 1933 and 1934, regardless 
of depression, each broke all records 
for consumption. In 1933 the world 
used 813,628 tons and in 1934, 927,000 
tons. Of these totals our consumption 
in 1933 was 403,266 tons or about 
49 per cent and in 1934, 455,935 tons, 
or about the same ratio. Our con- 
sumption of 47,103 tons in January is 
a record for the first month of any 
year. World stocks at the end of 1933 
were 489,029 tons; at the end of 1934, 
555,321 tons. 

In rubber again we have potential 
productive capacity in excess of pos- 
sible world use. Raw rubber is a good 
keeper in storage but would it go higher 
in price when under almost any real 
stimulus production would go up even 
faster than price? As it is, the native 
producer is “under wraps” and would 
be glad to be allowed his head. Trans- 
portation problems in case of war would 
probably cause a prohibitive price 
against stocks in hand. 
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